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ABSTRACT 
Small finn, an effective tool for employment generation and economic development, 
has gained the attention of practitioners, governments and academicians across the 
world. The performance of small firm depends on various factors such as 
entrepreneurial competencies and dynamic capabilities. Although the literature 
confirms the significant effect of entrepreneurial competencies and dynamic 
capabilities on finn performance, however, there is still a lack of studies on how 
dynamic capabilities integrate, reconfigure and coordinate intangible resources to 
determine small firm performance. This study examines the nature of the relationship 
that exists between entrepreneurial competencies and small firm performance in the 
surgical instruments manufacturing sub-sector of Pakistan. The study, then, examines 
the second main objective, the mediating role of dynamic capabilities on the 
relationship between entrepreneurial competencies and small firm performance. Data 
were collected from the small firms of the surgical sector, which are members of the 
surgical insttuments manufacturers association of Pakistan (SIMAP). Cross-sectional 
survey was employed where questionnaires were personally-administered to collect 
data from the entrepreneurs/owners-managers of small firms. The study adopted 
simple random sampling and 296 usable data were gathered to determine 3 7 direct and 
indirect hypotheses developed to address the research objectives. The Partial Least 
Squares Structural Equation Modelling (PLS-SEM) was used to analyze the data. 
Generally, the results suppo1i the view that the dimensions of entrepreneurial 
competencies and dynamic capabilities effectively foster small firm perfonnance. The 
findings also reveal that dynamic capabilities as significant mediator on the 
relationship between entrepreneurial competencies and small firm perfonnance. The 
findings have value for Pakistan as this sub-sector contributes significantly to the 
national economy and similar studies are generally scarce. Moreover, the study 
suggests for the use of the research framework for future works that lead to strategic 
planning that shall improve the underperforming of small surgical instruments 
manufacturing firms in Pakistan. 




Firma kecil yang merupakan alat yang berkesan untuk penjanaan pekerjaan dan 
pernbangunan ekonomi telah mendapat perhatian pengamal, pihak kerajaan, dan ahli 
akademik di seluruh dunia. Prestasi firma kecil bergantung kepada pelbagai faktor, 
tennasuklah kecekapan keusahawanan dan keupayaan dinamik. Walaupun sorotan 
kajian mengesahkan kesan signifikan kecekapan keusahawanan dan keupayaan 
dinamik terhadap prestasi firma kecil, namun masih kurang kajian yang meneliti cara 
keupayaan dinamik mengintegrasi, menyusun semula dan menyelaraskan sumber 
tidak ketara untuk menentukan peningkatan prestasi firma kecil. Kajian ini bertujuan 
menyelidik sifat hubungan yang wujud di antara kecekapan keusahawanan dengan 
prestasi firma kecil dalam subsektor perusahaan alat pembedahan di Pakistan. Kajian 
ini selanjutnya meneliti peranan perantaraan keupayaan dinamik terhadap hubungan 
di antara kecekapan keusahawanan dengan prestasi foma kecil. Data dikutip daripada 
firma kecil sektor pembedahan yang mempakan ahli persatuan perusahaan alat bedah 
Pakistan (SIMAP). Kajian keratan rentas melalui soal selidik yang diagihkan secara 
peribadi telah digunakan untuk mengumpul data daripada pengusaha/pemilik yang 
juga pengurus firma kecil tersebut. Kajian ini menggunakan persampelan rawak 
mudah dengan sejumlah 296 data boleh guna diupayakan untuk menentukan 3 7 
hipotesis langsung dan tidak langsung yang dibangunkan bagi mencapai objektif 
penyelidikan. Pemodelan Persamaan Terkecil Separa Berstmktur (PLS-SEM) 
digunakan untuk menganalisis data. Secara amnya, dapatan kajian menyokong 
pandangan bahawa dimensi kecekapan keusahawanan dan keupayaan dinamik 
merangsang prestasi firma kecil secara berkesan. Dapatan kajian membuktikan 
bahawa keupayaan dinamik dianggap sebagai pengantara penting dalam hubungan di 
antara kecekapan keusahawanan dengan prestasi firma kecil. Hasil kajian ini sangat 
bemilai untuk Pakistan kerana subsektor ini menyumbang secara signifikan kepada 
ekonomi negara. Selain itu, kajian dalam bidang seumpama ini agak terbatas. Kajian 
ini juga turut mencadangkan pen.ggunaan kerangka kajian untuk kajian pada masa 
hadapan yang boleh menghasilkan pelan strategik yang berupaya meningkatkan 
prestasi firrna kecil dalam perusahaan alat bedah di Paksitan. 
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In SMEs, the small businesses, being the most dynamic firms, are considered as the 
most important catalysts to the economies worldwide. The small firms are recognized 
as the backbone of the nation economy (Raza, Minai & Hashim, 2018; Njoku, Ihugba 
& Odii, 20 I 4 ). Most of the researchers argue that the small businesses with rapid 
growth can create more employment and contribute significantly towards the economy 
(Pati, Nandakumar, Ghobadian, Ireland & O'Regan, 2018; Hossain, Ibrahim & Uddin, 
2016). It can be said that the small and medium enterprises (SMEs) have been given a 
lot of attention in the recent entrepreneurship researches due to their vital contributions 
to the economy of every country (Tehseen & Ramayah, 2015). Hafeez (2014) 
highlighted that the SMEs are the pillars of the economic performance in the developed 
as well as io the developing countries. 
Globally, small businesses are regarded as the engine of economic growth, as they play 
an important role in poverty alleviation through job creation and as a breeding ground 
for entrepreneurs (Shamsuddin, Sarkawi, Jaafar & Abd Rahim, 2017; Jabeen, 2014; 
Jasra, Khan, Hunjra, Rehman & Azam, 2011). The most of the countries rely largely 
on the perfonnance of the SMEs for the uplift and growth of their economy (Carter & 
Tamayo, 2017). On average, in the developed economies (high income countries), 
overall the SMEs contributes 55% and 65% to gross domestic product (GDP) and 
employment, respectively. In the developing countries (middle income countries), the 
SMEs on the average contribute 70% to GDP and 95% to total employment. Similarly, 
1 
in low income economies, they contribute 60% to GDP and 70% to total employment 
(Zafar & Mustafa, 2017). Worldwide, it is known that the SME sector contributes 
approximately 80% of economic growth (Marimuthu, Omar, Ramayah & Mohamad, 
2012). Thus, the importance of SMEs to economic growth and development of any 
nation cannot be denied. 
The vital role of SMEs performance cannot be denied in this competitive and 
challenging business world (Jabeen, 2014). The SMEs has become more important for 
the whole world because of their flexible and compatible structures (Malesios, 
Skouloudis, Dey, Abdelaziz, Kantartzis & Evangelinos, 2018; Kayadibi, Polat & 
Fidan, 2013). They are known worldwide for their contribution to the (j) economic 
stability and growth, (ii) new job creation and employment (iii) social cohesion and 
development (Hyder & Lussier, 20 I 6). SMEs are considered as a source of 
employment creation (Mahmood & Hanafi, 2013; Rahnama, Mousavian, Eshghi & 
Alaei, 2011 ). In addition, the SMEs is contributing enonnously to the gross domestic 
products (GDPs) of a large number of nations (Abubakar, 2015; OECD, 2000). 
The significance of small finns' contributions towards the economy, researchers and 
policy makers of many developed and developing countries is evidenced and the 
authorities have multiples their efforts to conduct programs, valuable researches and 
also undertake and implement many policies and programs to aid firms ' growth for 
fostering economic prosperity (Hossain et al., 20 I 6). Consequently, SMEs and 
entrepreneurs occupy the main position in policy issues and academic research as they 
constitute the largest number of enterprises. The SMEs is considered to be the highest 
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employment generators, the biggest contributors to export and responsible for most of 
the business activities in the economy (Aminu, 20 I Sa; Adamu & Ibrahim, 2011 ). 
The small businesses still have massive potentials in spite of its gigantic contribution 
to sustainable economic growth. This means that their perfonnance can reach further 
milestones to develop further the economies (Abdullahi & Sulaiman, 2015; Hafeez, 
Shariff & Lazim, 2013 ). There are much more needs to explore and the attention given 
to them is very much relevant and trigger for the continuous enhancement and suppo11 
for them all over the world (Aminu, 20 I Sa). 
However, the small firms in the developing countries are also cited to experience a low 
growth (Hafeez, 2014; Machirori & Fatoki, 2013). It is reported that in various 
countries up to 40% of entering finns fail within the first 2 years of life (Vivarelli, 
2013). In addition, it is argued that the rate of failure of small firms is higher in the 
developing countries than in the developed countries (Sherazi, Iqbal, Asif, Rehman & 
Hussain Shah, 2013). Such fact has become the motivator for this study. The 
performance of the small business act like a cushion to economic shocks and ensures 
the economic stability of the country, especially in the developing countries where the 
entrepreneurial research is limited (Hyder & Lussier, 2016). That is why there is a dire 
need to conduct a research in entrepreneurship domain. 
3 
1.2 Background of the Study 
It is vital to provide a brief definition of small and medium enterprises (SMEs), the 
small firms and the entrepreneurs before proceeding to further discussion about this 
research work. For the purpose of this study, the SMEs and the small firms are used 
interchangeably and this is acceptable according to Berisha and Pula (2015). Although 
the proper definition of SMEs has been the subject of considerable debate, obviously, 
it varies from country to country, depending on the purpose for which the definition is 
used. 
Generally, different criteria like employment or capital invested is used to define 
SMEs (Hussain, Farooq & Akhtar, 2012). The SMEs are well defined by multilateral 
institutions worldwide, for example, The World Bank has defined SMEs as those 
enterprises with a maximum of300 employees, USD I 5 million of total annual revenue 
and also USD 15 million of total assets as medium enterprises. The small firms are 
defined as those having an employee size of less than 50 people and USD 3 miJlion of 
total annual revenue and also USD 3 million of tota I assets. 
On the other hand, according to European Union SMEs are the category of business 
enterprises which having employee size less than 250 persons and have an annual 
turnover up to 50 million Euro and also annual balance sheet total up to 50 million 
Euro. The small firms are defined as those having an employee size up to 50 persons 
and IO million Euro of annual turnover and also 10 million Euro of annual balance 
sheet total (Berisha & Pula, 2015). 
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In Pakistan, SMEs has been defined by Small and Medium Enterprises Development 
Authoiity (SMEDA), firms having up to 250 employees and paid up capital up to Rs. 
25 million and annual sales up to Rs. 250 million (SMEDA, 2016). Moreover, SMEs 
was categorized as small or medium mainly on the basis of number of employees in 
the firm, as it is quite difficult to get financial information from SMEs in Pakistan 
(Hafeez, 2014). Small firms are defined as those having an employee size up to 35 
people while medium size finns are those with 36-250 employees (Jabeen, 2014; 
SMEDA, 2010). A finn with more than 250 employees is considered as a large firm 
in Pakistan (Jabeen, 2014; Ndubisi & Iftikhar, 2012). 
For the surgical instrument manufacturing industry, the crossover in term of the annual 
turnover is obvious as the finn with less employees (considered as small) but with an 
annual turnover as the medium size (more than USD I million). This crossover makes 
it difficult to have a clear classification of the small and medium size fitms in this 
industry. Thus, the use of small firms and the SMEs te1ms is used interchangeably and 
suggested as justified. Both terms refer to the same thing or meaning in this study. 
The success of SMEs is due to the vital role of entrepreneurs revealed in the literature 
on entrepreneurship. An entrepreneur is an individual who establishes and grows the 
businesses through creative and innovative activities, by introducing new products or 
services and improving the existing methods of production or service (Tehseen & 
Ramayah, 2015). 
It is noteworthy to highlight that the SMEs and entrepreneurship have been grouped 
together in the management discipline. However, the small businesses have different 
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characte1istics that make them unique from large organizations. The entrepreneurial 
concept has been applied in all sizes of the companies, however, with the common 
focus on small films. Thus, with the smaller firms, the entrepreneur and the 
entrepreneurial firms are referred to as flexible and info1mal (Minai, Uddin & Ibrahim, 
2014). Such flexibility could be resulted from the behaviour of the owner-managers 
who are free to do whatever they prefer. The finn actually is under the influence of 
one or two individuals who own and manage the business. This is not smprising as 
Minai et al. (2014) have suggested that the entrepreneurial firm is much dependent on 
the entrepreneurs' characteristics. 
The performance of SMEs is becoming an area of concern among business researchers, 
practitioners, government and international organizations. The performance of the 
SMEs can be defined as the level of success of the business (Shamsuddin, 2014; 
Chelliah, Sulaiman & Yusoff, 201 0). The concerns are because of the small businesses 
are among the essential areas of economic production in both developed and 
developing countries (Herath & Mahmood, 2013). The fact that the SMEs play an 
important role in economic development, worldwide, where the SMEs account for 90 
to 95 % of the businesses and generates more than 60% of job opportunities in most 
countries (Law & Minai, 2016; Mudalige, 2015) indicates that their performance needs 
special attention from all levels of authorities in a country. 
Consistent with the above arguments, in most developing and developed countries, 
small and medium enterprises (SMEs) are a major pait of any industrial structure 
(Ruizduran, 2010). The share of the economic contribution of SMEs in terms of 
employment is more in developing countries as compared to the developed countries 
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(Ahmad & Pirzada, 2014; Javalgi & Todd, 2011 ). Particularly, m developing 
countries small businesses are important for economic growth. In today's competitive 
and challenging international situations, a really viable and dynamic SME sector is 
essential to the economic progress of developing nations. Similarly, SMEs is regarded 
as the engine of growth in prosperity and growing economies and play a significant 
part in creating economic growth (Ahmad & Pirzada, 2014). Employment generation, 
offering advanced and innovative products and services through entrepreneurship and 
enhance international trade of an economy through diversification is considered as 
SMEs contributions to the developing economies (Hussain, Farooq & Akhtar, 2012). 
The role of small and medium-sized enterprises (SMEs) has increased during the 
recent decades. Fu11he1more, SMEs are no longer just a source of raw mate1ials, 
components or semi-finished items, but they increasingly serve as sources of new 
ideas, new products and the "complete package·' with the original equipment 
manufacturers (OEM) brand put into the product (Hilmola, Lorentz, Hilletofth & 
Malmsten, 2015). It is the fact that firms improve their business methods for the 
survival and growth (Ramayah, Mohamad, Omar, Marimuthu & Leen, 2013). 
From the above discussion, it is clear that SMEs are the important drivers of the 
economic development. The many of the studies have shown that the entrepreneurial 
firms play a significant role in the employment generation, poverty reduction, 
innovation and economic growth. According to Katua (2014), there is a high 
con-elation between the degree of employment, economic well-being or standard of 
living of the citizens of the countries and the degree of the high spirits of the respective 
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country's SMEs. Thus, it is evident that the SMEs are the essential tools in fighting 
poverty and unemployment. 
Although small businesses are impo1tant in overcommg the challenges of high 
unemployment, high poverty rates and income inequalities in developing countries, 
but the small businesses have suffered from weak perfo1mance and high failure rates 
in developing countiies (Machirori & Fatoki, 2013). There are various factors and 
challenges that are associated with the low small firm performance in developing 
countries, which include the unfavorable economic situation, lack of suitable 
government policies, difficulty in credits availability from financial institutions, poor 
infrastructural facilities, higher operating costs, com1ption (Abdullahi & Sulaiman, 
2015; Hafeez et al., 2013) and mostly inappropriate and inefficient utilization of film 
resources (Bloodgood, 2014). Thus, it is argued that the rate of failure of SME is higher 
in developing countties (Sherazi et al., 2013). In short, it seems that the SMEs have 
experienced poor performance in developing countries across the globe. 
Within the context of Pakistan as a developing country (Hyder & Lussier, 2016), the 
small businesses are found to provide a significant contribution to the country 
economic development. According to Hussain, Ismail and Akhtar (2015) Pakistan 's 
economy is largely the SMEs driven economy. Similarly, it is a well-known fact that 
the SNIEs sector is the backbone of Pakistan economy. It is fair to say that the Pakistan 
economy is the economy of SM Es. However, in spite of the great impo1tance of SM Es 
in Pakistan, it is stated that Pakistan is a country where business industry is totally 
under uncertainty (Sherazi et al., 2013). Consequently, it is found that the small and 
medium enterprises (SMEs) in Pakistan are suffering from low growth (Raziq & Khair, 
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2015). They claimed that due to the vulnerable situation, there are SMEs that suddenly 
disappear from the prospect as evidenced from the country statistics. It is stated that 
19% of the total SMEs in Pakistan are less than 5 years old and only 4% of the total 
SMEs are able to remain in business beyond 25 years and the majority of the firm 's 
windups their businesses within the first starting year (Raziq & Khair, 2015; Hafeez 
et al., 2013). 
According to the World Bank's "Doing Business" report, Pakistan was ranked 110 
out of 189 countries in 2014 (World Bank, 2014a) in terms of the entrepreneurial 
activities. Furthe1more, the Global Creativity Index rates and ranks 139 nations 
worldwide on the overall measures of creativity and prosperity. Global creativity, as 
measured by the GCI, is closely connected to the economic development, 
competitiveness and prosperity of nations. Countries that score highly on the GCI have 
higher levels of produc6vity (measured as economic output per person), 
competitiveness, entrepreneurship and overall human development. Pakistan ranked 
111 among 139 countries list as world's most creative countries (GCI, 2015). This is a 
shocking situation for the Pakistani economy because performance is not going well. 
The above indicates there is a lack of business activities in Pakistan, which leads 
towards the low economic growth. Thus, the SMEs in Pakistan can be considered as 
on the struggling stage (Hyder & Lussier, 2016). 
Insight from the local authority, from the Institute of Cost and Management 
Accountants of Pakistan (ICMA, 2015), indicates the reason behind the under 
performance of the SMEs in Pakistan is due to the great variation of prevailing 
business environment. Declining in business performance is mostly due to the 
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turbulence in a business environment, resulting from the present rapid and constant 
flux in a global business environment, technological opportunities, change in 
consumer needs and fierce competitive activities (Teece, 2007). 
According to Hussain et al. (2015), the health of Small business in Pakistan is at the 
alarming stage. The Small businesses are quoted as facing the challenge of survival in 
a competitive environment. There are issues such as barriers of global sourcing, low 
level of capabilities, insufficient entrepreneurial skills, difficulty in accessing 
technology and low productivity (Hussain et al., 2015). The lack of understanding of 
how small and medium films can develop critical capabilities and secure their future 
performance (Parida, Oghazi, & Cedergren, 2016; Azadegan, Patel and Parida, 2012). 
Mismanagement of intangible resources (Khalique, Bontis, Abdul N assir & Hassan, 
2015). These all are the current prevailing issues related to the small firm performance 
in Pakistani context. 
Among the most important resources of the firms, entrepreneurial competencies are 
the valuable and intangible resources that lead towards the success of the business 
(Nakhata, 2018; Kabir, Ibrahim & Shah, 2017). It is argued that entrepreneurial 
competencies are the strategically important resources of the firms and many potential 
benefits can be derived from such valuable competencies. It is suggested that 
understanding of business success through the lens of entrepreneurial competencies 
can provide the entrepreneurs with the knowledge about the way they should operate 
their business and encourages them to be conscious of the potential positive or negative 
impacts of their own behaviour (Ahmad, Ramayah, Wilson & Kummerow, 201 Ob). 
There is a general consensus that entrepreneurial competencies are carried by 
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individuals, who begin, transform and make progress in their businesses (Ahmad et 
al., 2010b; Mitchelmore & Rowley, 2010). 
Looking at the entrepreneurial competencies as the contributing factor to the finn 
perfo1mance, another impo1tant factor of dynamic capabilities is worth investigated as 
it is also essential in understanding the firm perfo1mance (Wang, Senaratne & Rafiq, 
2015). Positioning the dynamic capabHities are the higher order capabilities that deal 
with change (Protogerou, Caloghirou & Lioukas, 2012), the dimension of dynamic 
capabilities can be the integrative mechanism for a firm to integrate, reconfigure and 
coordinate its existing resources and competencies in order to make the firm 
outperform the competitors in the rapidly changing business environment (Teece, 
Pisano& Shuen, 1997). As the dynamic capabilities are about reconfiguration, 
integrating, coordinating the resources and capabilities of the firms, they constitute the 
base for the firm perfonnance and gain sustainable competitive advantage 
(Chinomona, 2013; Progoulaki & Theotokas, 2010). 
According to Lin and Wu (2014), the dynamic capabilities can be regarded as a link 
between firm resources and performance. The link represents the mediating factor of 
the dynamic capabilities. Within the context of entrepreneurial competencies and small 
firm performance, there is a potential to examine the potential mediating effect of 
dynamic capabilities to the relationship. This actually further triggers this research 
work. Moreover, it is also stated that the relationship between capabilities, resources 
and perfonnance is complex and capabilities can be used as mediator in the 
relationship between firm resource and performance (Lu, Zhou, Bruton & Li, 
2010).Thus, this background information serves as a platfotm for conducting a study 
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to examine the dynamic capabilities as mediator in the relationship between 
entrepreneurial competencies and small firm performance could bring to the other 
level of know ledge development. 
1.3 Problem Statement 
This section justifies the issue and the reasons for unde1tak.ing the research work. As 
the small firm perfonnance is the main concern of the study, the issues relating to the 
performance of these firms are crucial. Knowing that the performance of the small 
business is a prerequisite for a continued support in the economic development of the 
country, examining the factors contributing to the perfonnance of the small firms to 
ensure its sustainability should be taken under consideration. According to Malesios 
et al. (2018) and Hafeez (2014 ), the perfo1mance of SMEs is quite significant for the 
socio-economic development of every country where high and dynamic performances 
of the SMEs are fundamental to the economic progress and prosperity of developing 
economies, particularly during the age of hyper competition and international 
challenges. 
It is observed that in most of the researches, firm performance has widely been studied 
as a dependent variable (Jabeen, 2014). It is also observed that studies have used or 
considered to use one or two of film resources to predict performance, for examples, 
studies by Tang, Tang and Cowden (2017), Semrau, Ambos and Kraus (2016), Price 
and Stoica (2015) and Mohamad, Ramayah and Puspowarsito (2011 ). In many studies, 
intangible fitm resources have been used as the influencing factors on finn 
performance (Mohamad, Julian, Ahmed & Tooksoon, 2011 ). Some researchers tried 
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to investigate the ways of improving the finn perfo1mance (Aminu, 2015a) and some 
studied the predictors of firm performance (Mahmood & Hanafi, 2013 ). 
It is understood that, overall, the perfo1mance of a firm in SMEs is influenced by 
various strategic factors, for example, sufficiency of capital (Zhang, Wu, Liang & 
Olson, 2016), government support system (Kim, Kim, Suh & Zheng, 2016) and good 
management (Crifo, Diaye & Pekovic, 2016). According to Minai et al. (2014), Law 
(2012) and Zimmerer, Wilson and Scarborough (2009) the entreprenem;a1 
characteristics as a construct can be used to effectively explain the perfo1mance of 
small firms, which refers to the firms of SMEs. ln this view, the entrepreneurial 
competencies are taken as a single independent variable to examine the small fom 
perfonnance. 
As a construct to predict the finn performance, the entrepreneurial competencies are 
viewed as the valuable and intangible resources that pennit the firms to grow and 
strengthen. This view is important and it is supported by Ahmad, Suseno, Seet, 
Susornrith and Rashid (2018) as well as Mohsin, Halim, Ahmad and Farhana (2017) 
highlighted that the entrepreneurial competencies have been identified as a specific 
group of competencies relevant to the exercise of successful entrepreneurship. It is 
often associated with the new, survival and development of small and medium 
enterprises (Mitchelmore & Rowley, 2013; Mitchelmore & Rowley, 2010). 
Empirically, Kabir et al. (2017), Mohsin et al. (2017), Mitchelrnore and Rowley 
(2013), Laguna, Wiechetek and Talik (2012) and Gerli, Gubitta and Togriazzo (2011) 
have pinpointed the significant effect of entrepreneurial competencies on the firm 
performance. 
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Theoretically, Yusuff, Bakar and Ahmad (2016), Tehseen and Ramayah (2015) and 
Mitchelmore and Rowley (2010) have revealed the significant positive effect of 
entrepreneurial competencies on film perfonnance. Thus, th.is is not an unestablished 
theoretical relationship, however, it is still new and fresh where a 'real' or 'proven' 
model or theory is yet to be claimed within the context of small firms. Insights from 
studies of various disciplines covering various sub-sectors are required to support the 
establishment of the needed model or theory for such relationship in the context of the 
small firms. 
One of the common criteria to be considered regarding the above-mentioned studies is 
that they focus on retail, services and low technology manufacturing industry. Tzokas, 
Kim, Akbar and Dajani (2015) highlighted the impo1tance to examine the medium and 
high technology industry, which less researches are conducted. Considering the 
surgical instrument manufacturing industry as the medium to high technology industry 
(Ikram, Su & Sadiq, 2016), the information from this industry shall provide 1icher 
answers to the questions regarding the relationship between the two variables, the 
entrepreneurial competencies and small firm performance, which is the interest of this 
study. 
Let' s focus on the entrepreneurial competencies and the scenario in the developing 
countries with special attention to Pakistan. The entrepreneurial competencies as a 
discipline is in the field of competitive actions, which are vital for entrepreneur's 
success, however, are also claimed by many researchers as insufficiently explored 
(Rubin, Lednev & Matvienko, 2016). According to Yusuff, Bakar and Ahmad (2016) 
and Solesvik (2012), there is a gap in the knowledge base relating to the specific 
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entrepreneurial competencies of entrepreneurs in developing economies and within the 
context of medium to high technology sub-industry, this is a crucial gap in order to 
provide for insight into the model and theory development. Their point indicates that 
it is very essential to understand entrepreneurs in the context of the developing 
economies because the entrepreneurial competencies for business growth and survival 
in developing economies are different from those of in the developed economies 
(Tehseen & Ramayah, 2015; Solesvik, 20 I 2). In this case, a study in Pakistan within 
this context becomes relevant. 
Again to reemphasize, as also cited in the background of the study, this research is 
planned to be conducted within the sub-sector of surgical manufacturing in Pakistan, 
one of the developing country (Hyder & Lussier, 2016). The reports by Ikram et al. 
(2016) show that this sub-sector, as a whole, is not performing at the most efficient 
level. From the perspective or dimension of the entrepreneurial competencies, what 
could be wrong? What are the components of entrepreneurial competencies (i.e. 
Strategic, conceptual, relationship, commitment, etc.) affecting the small business 
performance? 
The Surgica l Instmment Manufacturers Association of Pakistan (SIMAP) (20 11 ) 
mentioned some of the areas that need investigation to identify the low performance 
of the small firms in this sector. Specifically, SIMAP mentioned the possible problems 
could be (i) scarcity of capabilities (ii) lack of business networks (iii) inconsistent 
product quality (iv) lack of understanding about emerging technologies (v) absence of 
individual skills (vi) lack of linkages with academia, (vii) absence of R&D which all 
are the cause of poor perfonnance of small businesses. These are the dimensions 
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viewed as relevant to be observed within the context of this study. Moreover, similar 
information is also available from the Engineering Development Board of Pakistan 
(EDB, 2011), indicating the dimensions to represent the construct of entrepreneurial 
competencies. 
One of the important issues being considered within this study is the fact that the 
current dynamic and turbulent manufacturing environment for the surgical 
manufacturing industry is more challenging compared to the other industries (SIMAP, 
2016). Similarly, the surgical instruments industry of Pakistan is suffering badly in the 
market (SCCI, 2014). Whilst Sherazi (2013) claims that the other industries are also 
performing below their potential due to the relying on out of date methods and 
turbulent environment. Khalique et al. (2015) suggest that this could be the reason why 
most of the SMEs in Pakistan currently are perfonning below their potential and have 
low-growth performance. This shall provide rich insights into the study of the overall 
know ledge contributing to the proven relationship between entrepreneurial 
competencies and small firm perfo1mance. 
Moreover, the important for studying the relationship leading to the performance of 
small firms is highlighted by Mr. Chaudhry (2014), the CEO of Small and Medium 
Enterprises Development Authority (SMEDA) of Pakistan, who acknowledged that 
the entrepreneurial competencies affecting the small firm performance. He also 
highlighted that the low technology base, lack of market info1mation, limited 
oppo1tunities, low level of capabilities, regulatory hurdles and low value addition are 
considered as the major impediments to SME growth in Pakistan. These are yet to be 
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empirically proven, particularly with the entrepreneurial competencies components, 
especially within the context of small foms. 
Looking at the opposite findings regarding the positive relationship between the 
entrepreneurial competencies and firm performance, studies by Lopa and Bose (2014), 
Narkhede, Nehete, Raut and Mahajan (2014), Man, Lau and Snape (2008) and 
Fenwick and Strombom (1998) have highlighted the need to study fmt her on the 
mentioned relationship. These findings are used to suggest there is a mixed and 
inconsistent relationship between entrepreneurial competencies and small firm 
perfo1mance. This indicates that the relationship between entrepreneurial 
competencies and small firm performance weak and fmther studies are required to 
support such relationship. It is expected that the previous studies do not provide 
sufficient strength of the relationship and the comprehensiveness as spotted at the score 
of the goodness of fit (R2) of the study, or the insufficient dimensions' coverage of the 
entrepreneurial competencies, as the independent variables. Moreover, there are 
authors who suggest that entrepreneurial competencies are not positively related to the 
small firm performance. This needs to be examined again and again so that more 
evidence to emerge so that model and theory can be established. 
To this end, it is argued that the relationship between entrepreneurial competencies 
and small finn petformance within the context of the surgical instrument 
manufacturing sector is worth to be examined to search for potential different findings 
and richer insights. In line with model and theory development, more empirical 
evidence is needed to fill this gap for deeper understanding and more generalization of 
the research findings. This is in line with the suggestion made by Mitchelmore and 
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Rowley (20 I 0) requesting for further investigation of the various entrepreneurial 
competencies effect on firm performance. Mitchel more and Rowley (20 I 3) said that 
'there are grounds for further investigation of the unique competencies exercised by 
entrepreneurs' showing that further study is required to examine the factor regarding 
entrepreneurial competencies affecting the small firm pe1forrnance. Probably, 
'borrowing' the large firm theory or model and drawing the research framework in the 
small film context can enrich such examination and provide richer insights into the 
study pertaining to small finns. 
This PhD study goes one step further to investigate the mediating effect of the dynamic 
capabilities of the proposed theoretical relationship. Within this relationship, the 
inclusion of dynamic capabilities as the mediating variable is viewed as important as 
it is considered as higher level capabilities (Dangol & Kos, 2014), As such, a firm has 
to possess dynamic capabilities, which, besides increasing firm's opportunities to 
survive and provides the firms with the potential for growth (Jantunen, Tarkiainen, 
Chari & Oghazi, 2018). The importance of dynamic capabilities is amplified because 
of the global economy has become more open and more diverse (Kuuluvainen, 2012). 
Although, there is a bulk of research works supporting the direct relationship between 
what the authors conceptualize as dynamic capabilities and firm performance (for 
examples, Lin & Wu, 2014; Monteiro et al., 2013; Carlos, 2011; Garc1 a-Morales, 
Llorens-Montes & Verdu-Jover, 2007a; Garct aMorales, Ruiz-Moreno & Llorens-
Montes, 2007b; Zhang, 2007; Wu, 2007; Kor & Mahoney, 2005; Teece et al., 1997), 
a few researches found conflicting conclusions, for example, findings by Schilke 
(2013), Stadler, Helfat and Verona (2013), Wilden, et al. (2013) and Protogerou et al. 
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(2012). Thus, although many studies have been conducted, yet there are more 
dimensions to be explored in the enhancement of the body of knowledge in dynamic 
capabilities-small firm performance relationship, which is a crucial po1tion of the 
establishment of dynamic capabilities as the mediating variable to the relationship 
understudied. 
Many studies have highlighted the complexity of the dynamic capabilities and fim1 
performance relationship and the need for fiuther empirical investigation, for example, 
Ringov (2017) and Pezeshkan, Fainshmidt, Nair, Frazier and Markowski (2016). Due 
to such complex conceptualization of the dynamic capabilities, this again indicates that 
there is a need for advance empirical development to enhance the body of knowledge 
(Parida, Oghazi, & Cedergren, 2016). Similarly, Wang et al. (2015) mentioned that 
more researches are needed to understand the effect of dynamic capabilities toward 
firms' performance, specifically toward the small firm performance. Yu, Hao, 
Ahlstrom, Si and Liang (2014) have suggested that future research should concentrate 
on the identification of 'dynamic capabilities' that fim1s can use to adapt, integrate, 
and reconfigure their resources in response to changing environments and gain the 
sustainable superior performance. Within the context of small firms, it is an issue 
considering the unique characteristics the small firms possess. 
In the next stream, entrepreneurial competencies should be modelled with the dynamic 
capabilities. Whilst film valuable resources could be used as an antecedent of dynamic 
capabilities and this path relationship leads to the fitm performance as well (Aminu & 
Mahmood, 2015; Hung, Chung & Lien, 2007; Griffith, Noble & Chen, 2006). 
Consistent with the above arguments, Eriksson (2014) suggested that individual 
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competencies detennine, lead toward and support the dynamic capabilities of the firm. 
Accordingly, it is highlighted that dynamic capabilities are fundamental to finns' 
performance (Wang et al., 2015). 
Theoretically, it could be assumed that dynamic capabilities are the integrative 
mechanism for the firms to perfonn better (Lee, 2018). It should integrate, build, and 
reconfigure internal and external competencies (resources) to address the rapidly 
changing environments in order to make a firm outperfonu compared to competitors 
(Wang et al., 2015; Teece, 2007; Teece et al., 1997). This enables the variables under 
study; the entrepreneurial competencies, dynamic capabilities and small firm 
performance under one research framework. Moreover, it has been suggested in many 
studies, for examples, by Lin and Wu (2014) and Jiang and Kortmann (2014) that the 
dynamic capabilities as mediator to a relationship between firm resources and 
performance. Lin and Wu (2014) suggest that the dynamic capabilities should be 
considered as a transformer for converting valuable intangible resources into enhanced 
performance. The dynamic capabilities can effectively extract the competitive 
combinations of firm resources to improve firm perfonnance (Jiang & Kortmann, 
2014; Lu et al., 2010; Wu, 2007). 
The more recent suggestions assuming dynamic capabilities as the mediator between 
firm resources and firm performance are Aminu and Mahmood (2015), Tseng and Lee 
(2014) and Villar et al. (2014). This indicates that positioning the dynamic capabilities 
as mediators between the firm resources and firm perfonnance is relevant, however, 
with limited evidence within the context of the small finns. The previous researchers 
have tested their models in different dimensions relating to larger organizations, which 
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in this research covers all the possible dimensions (to be discussed in chapter 2) for 
the context of SMEs. Such strengthens the need for the test and more tests with 
different results can be expected. Such calls are also evident from Jiang and Ko1tmann 
(2014), Tope and Mahmood (2014) and Monteiro et al. (2013), that reflects the more 
crucial need for the small firm context. 
In details, this study intends to test more dimension of the dynamic capabilities. Instead 
of the four dimensions (i.e, sensing, learning, integrating, and coordinating 
capabilities) provided by Pavlou and EI Sawy (2011) and also the four dimensions (i.e, 
learning capabilities, integrating capabilities, reconfiguration and alliance 
management capabilities) provided by Singh and Rao (2016). This study covers six 
dimensions of the dynamic capabilities: sensing capability, learning capability, 
integrating capability, alliance management capability, reconfiguration capability and 
coordinating capability. 
This research actually attempts to conceptualize the dynamic capability as the firm's 
capability to sense, learn, integrate, manage alliances, reconfigure and coordinate 
resource base to address the changing business conditions. Dynamic capabilities 
should comprise different basic phases or dimensions, as stated earlier. These 
dimensions com prise a pool of capabilities and their interaction in a logical sequence 
in reconfiguring existing firm ' s knowledge assets to address firms' environmental 
changes. 
The approach to conceptualize the dynamic capabilities is to commence and expand 
the model of the dynamic capabilities of Pavlou and EI Sawy (2011) and Singh and 
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Rao (2016). The two dimensions not available in each model that is why both are 
combined, and thus, enhance the dynamic capabilities dimensions. This is aligned with 
the dynamic capabilities theory of the firm ( considering the turbulent environment of 
the business market). This paves for an interesting examination within the context of 
small firms. 
Here, with the examination of six dimensions in the dynamic capabilities makes this 
study becomes the first to exarn.ine the mediating effect of dynamic capabilities on the 
relationship between entrepreneurial competencies and finn performance. Within the 
context of the small firms, Wahga, Blundel and Schaefer (2015) and Azadegan et al. 
(20 I 2) said that there is an absence of understanding of how small and medium films 
can develop such essential capabilities and secure their superior performance and Li 
and Liu (2014) recommended that as many differences exist between developing 
countries and developed countries, conducting research in the developing countries is 
an impo11ant contribution to the body of knowledge. Thus, this study, therefore, 
attempts to fill the possible knowledge gap by examining the mediating effect of 
dynamic capabilities on the relationship between entrepreneurial competencies and the 
small firm performance in the developing countries, pa1ticularly in Pakistan. 
1.4 Research Questions 
In general, the study attempts to address the following major research questions, which 
are based on the issues and problems provided earlier in this chapter. The first major 
research question is what extent and how significant are the entrepreneurial 
competencies affecting the small finn perfonnance? The second major research 
question is to what extent does the composite constructs of dynamic capabilities 
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mediate the relationship between entrepreneurial competencies and small firm 
perfotmance. 
Specifically, the research questions are as follows: 
1. Does a significant relationship exist between dimensions of entrepreneurial 
competencies and small finn performance, and if it exists, how good is the 
theoretical relationship between the two? 
2. Does the composite construct of dynamic capabilities mediate the relationship 
between the dimensions of entrepreneurial competencies and small finn 
perfonnance? 
a. Do the dynamic capabilities have a significant effect on the small firm 
performance? 
b. Do the dimensions of entrepreneurial competencies have a significant effect 
on the dynamic capabilities? 
c. Do the dynamic capabilities mediate the relationship between dimensions of 
entrepreneurial competencies and small firm perfonnance? 
1.5 Research Objectives 
In general, the objective of this study is to answer the key research questions. The 
relationship between entrepreneurial competencies, dynamic capabilities and the small 
fom perfornrnnce are to be tested. Specifically, this study looked to fulfill the 
following objectives. 
1. To examine the theoretical relationship that model the firm performance from the 
perspective of entrepreneurial competencies within the context of a small firm of 
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the surgical instrnment manufacturing sector, which is classified as medium/high 
technology industry in Pakistan. 
a. To examine and test for the dimensions of entrepreneurial competencies that 
form a significant relationship with small finn performance. 
b. To reveal the effectiveness of the theoretical model, in tenns of the coefficient 
of dete1mination (R2) , of entrepreneurial competencies explaining the small 
firm performance. 
2. To examine the theoretical research framework that integrates the mediating effect 
of dynamic capabilities on the relationship between entrepreneurial competencies 
and small firm pe1fo1mance. 
a. To confirm on the potential mediating role of the dynamic capabilities on the 
theoretical relation between entrepreneurial competencies and small firm 
performance. 
1. To examine and establish the significant direct relationship between 
dynamic capabilities and small fom performance. 
u . To examine and establish the significant relationship between the 
dimensions of entrepreneurial competencies and dynamic capabilities. 
iii. To confirm the mediating effect of dynamic capabilities on the 
relationship between the dimensions of entrepreneurial competencies and 
small firm perfo1mance. 
b. To reveal the effectiveness of the research framework of this study, in terms 
of the coefficient of determination (R2), of entrepreneurial competencies and 
dynamic capabilities in explaining the small firm performance. 
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1.6 Scope of the study 
The scope of this study covers small film's industry that has been associated with less 
theories and models to explain about their unique features and characteristics such as 
low number of hierarchical levels, strong personalization and flexibility. 
The scope of the study is confined to the small firms of surgical instruments sector that 
are registered with the Surgical Instruments Manufacturers Association of Pakistan 
(SIMAP), as a sub-sector of the proposed medium/high technology industry. It is found 
that all surgical firms in Pakistan registered with SIMAP and according to them, 
approximately 90% of the films are located in Sialkot area, Punjab, Pakistan (SIM:AP, 
2016). Thus, the majority of the respondents are from the above mentioned area. 
This study was conducted on the small firms of surgical sector in Pakistan, with a view 
to investigate the impact of dimensions of entrepreneurial competencies on small firm 
perfo1mance. Thus, the twelve dimensions of entrepreneurial competencies are the 
independent variables, while small firm performance is the dependent variable. Also, 
the study viewed the mediating effect of dynamic capabilities on the relationship 
between the dimensions of entrepreneurial competencies and the small finn 
performance. 
As the developing country, the selection of Pakistan, as the country where data is being 
collected, is due to the researcher's native country. Futthermore, there are less 
researches in the domain of small firms in the context of the surgical sector in the 
country. For the small firm performance perspective, only profit, sales growth and 
retum on investment are considered as the financial indicators in their performance, 
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whereas for non-financial indicator, high customer retention, employee turnover, new 
product development, product quality and reputation are being included. The study 
collects data from one source of respondents, which is the owner-manager of the small 
firms. It is assumed that they are in a better position to provide the researcher with the 
needed, and accurate infonnation concerning the success or failure, as well as the 
current practices of their respective films. 
1.7 Significance of the Study 
This study is claimed to contribute significantly in the theoretical as well as practical 
contexts. Overall, it presents an integrated multidimensional framework by integrating 
two distinct literature streams from entrepreneurial competencies and dynamic 
capabilities perspective and analyses their impact on small fom perfo1mance in small 
enterprises in the surgical instruments industry of Pakistan. It is suggested that this 
study should be regarded as among a very few pioneer study that has examined the 
integrated impact of entrepreneurial competencies and dynamic capabilities on small 
finn perfonnance. Thus, it has contributed immensely to the pool of literature in 
various aspects. 
Within the context of knowledge enhancement, the study has 'borrowed' and used 
the related constructs available in the resource-based view and dynamic capabilities 
view in this study. This is a controversial instance, in the study regarding 
entrepreneurial competencies and small firm performance. Many studies conducted on 
the SMEs have freely used the theories or models from large fom context without 
paying attention on the unique characteristics of small firm. Within the context of this 
study, it emerges a situation where researchers need to focus on firm resources, and 
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not to neglect or overlook the dynamic capabilities that are very difficult to understand 
and replicate by competitors. Viewing dynamic capabilities as a high-order capability 
are not widely studied, and, to establish such complex conceptualization needs 
advance empirical and theoretical development, which is the need of the time (Parida 
et al., 2016). However, there is a less know-how about small and medium firms can 
establish such capabilities and gain their competitiveness over competitors (Azadegan 
et al., 2012). 
As such the present study provides more understanding regarding entrepreneurial 
competencies, dynamic capabilities and small firm performance. Specifically, the 
cun-ent study investigates the role of dynamic capabilities in sensing the environment 
opportunities, integrating and coordinating existing operational routines with new 
knowledge, resources and activities to form new capabilities that can address such 
environmental needs, and consequently generate and sustain superior fitm 
perfo1mance. In addition, the study examines the mediating effect of dynamic 
capabilities on the relationship between entrepreneurial competencies and small firm 
performance. It is also very rare to find previous studies where the mediating effect of 
dynamic capabilities is examined in the relationship between dimensions of 
entrepreneurial competencies and small film performance. 
Whilst majority of previous researchers has studied entrepreneurial competencies, they 
are found to be mostly the qualitative case studies as their methodology (Komarkova, 
Conrads, Collado, 2015; Wedathanthrige, 2014; Tatar, 2014; Solesvik, 2012; 
Rasmussen, Mosey & Wright, 2011; Markowska, 2011). This study used the 
SmartPLS as the statistical analysis tool to analyze large data set available in this study, 
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which can address some of the methodological issues raised from the nonnal statistical 
analysis tool being used to analyze data. This tool provides rich info1mation to the 
existing literature, especially for studies regarding small foms. On the practical 
contribution, especially for the entrepreneurs in Pakistan, this research provides 
information regarding the practical and managerial contributions to owners-managers 
of small businesses regarding the importance of entrepreneurial competencies in small 
firms. Small firm's owners-managers stand a chance of benefiting from the study 
findings, as the possible factors predicting their performance will be pointed, which in 
tum help them in assessing the strength and weakness. Moreover, Pakistani 
entrepreneurs and policy makers can apply this study to revamp the long under 
performing SMEs sector. This study contributes a lot to the development and growth 
of the surgical sector, especially toward conceiving of and implementing a strategy for 
sustaining competitive advantage and excellent performance, in the current Pakistan 
business situation. 
According to the Government of Pakistan Planning Commission Vision (2030), 
Pakistan has to make important strategic choices to ensure sustainable growth in the 
manufacturing and the SME sector is in a rapidly changing and international 
competitive environment, so that the Pakistani policy makers can apply the cunent 
study, as it can serve as a magnificent mechanism for improving the performance of 
SME sector both domestically and at the international level. Consequently, it brings 
about job opportunities, the growth in both GDP and export earnings and a substantial 
contributor to the country's tax pool. More so, the study serves as an instrument of 
achieving Pakistan Vision 2025. That is to see Pakistan ranked in the top 50 countries 
for Ease of Doing Business by the year 2025. 
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1.8 Organization of the Thesis 
The cmTent thesis comprises five chapters. Chapter one generally introduces the whole 
idea regrading small business perfmmance and the reason why this study is important. 
Specifically, this chapter comprises different sections including introduction and 
background of the study, problem statement, research questions, research objectives, 
scope of the study, the significance of the study and lastly the organization of the thesis. 
Chapter two consists of the key definitions, background of entrepreneurship, the 
importance of small business and unique characteristics of small firms. It also explains 
the theoretical review on the small firm performance specifically on the relationship 
between entrepreneurial competencies and small firm performance and positioning 
dynamic capabilities as mediating variable and underpinning theories as well as 
research framework presented. It then reveals an overview of Pakistan economy and 
related topics such as contribution and directions of small business in Pakistan, 
problem faced by small business in Pakistan and critical issues and challenges of small 
firm in surgical instruments sector of Pakistan. 
Chapter three describes the methodology of the study, including research design, 
hypotheses development, population and sampling, unit of analysis and measurement, 
questionnaire design, pilot study and data analysis techniques. Chapter four presents 
the data analysis and the key findings of the study. Finally, chapter five highlights the 






The purpose of this chapter is to review the related literature extensively about the 
variables used in the study. Specifically, the first section provides concept and 
definitions of the variables which are used in this study and background about 
entrepreneurship and overview of SMEs definition used by multi-lateral institutions. 
It also presents a brief desc1iption on unique characteristics of small firms and 
importance of small business especially focusing on their potential role in the 
economic progress of the world. 
Whereas, in the second stage of this chapter deals with the theoretical review on small 
finn performance by discussing the concept of small and medium enterprises, reviews 
on prior studies of the finn performance and proposes a measurement performance 
used in this study. The next section presents the review on previous studies regarding 
entrepreneurial competencies, dynamic capabilities and the relationship with small 
firm performance. Then, review on the relationship of the study variables and 
highlighting the rationality of the mediating effect of dynamic capabilities. Moreover, 
discusses the theories that cover the variables of this study and research framework is 
presented. Finally, this describes an overview of economy of Pakistan and the related 
topics such as concept and significance of small business as well as the strategic 
directions of small businesses in Pakistan. It also highlights the problems faced by 
small business in Pakistan, specifically focusing on the critical issues and challenges 
of small films in surgical instruments sector of Pakistan. 
30 
2.2 Overview of Pakistan Economy 
Pakistan is located in South Asia region, with a population more than 180 million. 
Pakistan is a developing country with an agriculture-based economy, followed by the 
business sector, both in terms ofits share in GDP and labor force employment. Because 
of the important role of trade and commerce, the Pakistan Government established a 
body to help establish, as well as promote, SMEs. This government body is called the 
Small and Medium Enterprises Development Authority (SMEDA), and it has the main 
responsibility of formulation of policies related to SMEs' promotion, as well as 
facilitation of financing. SMEDA also helps in provision of training and education to 
entrepreneurs (Hyder & Lussier, 2016). According to economic survey of Pakistan 
(2017-18) per capita income is around $1641 (Pakistan Ministry of Finance, 
2018). Agriculture, Industrial and services are three major contributing sectors of 
Pakistan economy. 
The agriculture sector is considered the prime sector of economy. According to 
Pakistan Economic survey (2017-18) this sector is the core foundation of the rural 
economy and being a fundamental part of country's financial system, contributes 18.9 
percent to country's GDP and 42.3 percent to employment (Pakistan Ministry of 
Finance, 2018). Thus, providing food security, serving in reducing pove1ty and in 
contributing to enhance overall economic growth. The Government of Pakistan has 
also taken several measures to make agriculture, a profitable, productive and efficient 
sector of the economy (Jabeen, 2014). 
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According to Pakistan Economic survey (201 7-18) the overall manufacturing sector 
contributes 13 .6 percent in GDP of the country. There are four sub-sectors of industrial 
sector in Pakistan such as gas distribution and construction, manufacturing, electricity 
generation and mining & quarrying. Each sub-sector of the industrial sector has its 
own role and importance in the economy. For the revival of industrial sector on fast 
track the Government has initiated comprehensive policy measures (Pakistan Ministry 
of Finance, 2018). 
Several studies have investigated and assessed the performance of the manufacturing 
sector of Pakistan, according to which, there are different factors which are the cause 
of low perfonnance such as, lack of research and development, inadequate investment, 
lack of good quality products and competition, slow growth and development of 
human capital, more than required concentration in industrial products and less 
exposure to foreign markets (Jabeen, 2014; Ara, 2004). 
Many researchers such as Clark (1941); Kuznets (1957) and Fuchs (1980) observed 
that economic trends in the world are shifting from agriculture sector to manufacturing 
and from manufacturing sector towards services. In case of Pakistan too, the share of 
services sector is increasing as compare to other sectors of economy over the time. In 
the cmTent era of economic development, services sector is considered as the major 
and fastest emerging sector in the global economy, contributing biggest share in GDP 
and employment generation in most of the countries (Jabeen, 2014). 
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According to Pakistan Economic Survey (2017-18) services sector witnessed a growth 
of 6.43 percent in last two years (Pakistan Ministry of Finance, 2018). Services sector 
is growing faster as compare to the agriculture and manufacturing sector. Service 
sector provides vital and necessary input to agriculture sector and manufacturing sector 
as it has a strong linkage with these sectors of economy Service sector contributes a 
significant role in the economic growth, trade and employment generation. The service 
sector plays a vital role and act as a backbone by providing consistent support and 
significant contribution to Pakistan's economic growth (Ahmed & Ahsan, 2011). 
2.2.1 The Contributions and Directions of Small Businesses in Pakistan 
SME generally stands for small and medium-sized enterprises but there ts no 
agreement on a single definition of SME and due to this complication, it is very 
difficult to define SMEs. Depending on their contribution in the economic 
development as well as their existing social conditions, differences exist regarding 
definition of SMEs between countries and even within the same country between 
different sectors and governmental agencies (Yusof & Aspinwall, 2000). The term 
"SME" was coined by the European Commission for the firms employing lesser than 
250 employees (Hafeez, 2014; Burns, 2001). There is no unifonn definition of SMEs 
available in literature. The number of employees, amount of capital invested, and 
annual turnover has been used frequently as the key measurement indicators of SMEs 
in various countries (Hafeez,2014). 
In Pakistan, SMEs have been defined differently by various sources namely Small 
and Medium Enterprises Development Authority (SMEDA), Sindh Industries 
Department, Federal Bureau of Statistics, Punjab Small Industries Corporation, State 
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Bank of Pakistan, SME Bank and Punjab Industries Department (SMEDA, 2016). 
However, the definition of SMEs provided by SMEDA that defines SMEs as firms 
having up to 250 employees and paid up capital up to Rs. 25 million and annual sales 
up to 250 million (SMEDA, 2016). Moreover, SMEs were mainly categorized as small 
or medium on the basis of number of employees in the finn; as it is quite difficult to 
get financial info1mation from SMEs in Pakistan (Hafeez, 2014). Small firms are 
defined on the basis of different criteria. It is dete1mined that meeting the criteria of 
the number of employees is mandatory, while filling another financial criteria is the 
choice of the enterprise (Berisha & Pula, 2015). In Pakistan, the small firms are defined 
as those having an employee size up to 35 people while medium size firms are those 
with 36-250 employees (Jabeen, 2014; SMEDA, 2010). Finns with more than 250 
employees are considered as large fitms in Pakistan (Jabeen, 2014; Ndubisi & Iftikhar, 
2012). 
However, this study employs the definition of smalI finns provided by SMEDA that 
defines the small films are defined as those having an employee size up to 35 people 
(Jabeen, 2014; SMEDA, 2010). According to Small and Medium Enterptise 
Development Authority of Pakistan (SMEDA, 2016), various institutions in Pakistan 
have defined SMEs in a different way as represented in Table 2.1. 
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Table 2.1 
SMEs definitions by different authorities in Pakistan 
Institution Small Medium 




Industries Fixed investment. up to 
Rs. 20 million excluding 
land and building 
NIA 
Federal Bureau of Statistics 
State Bank of Pakistan 
Punjab Industries Department 
Sindh Industries Department 
Less than 10 employees NIA 
An entity, ideally which is not being a public limited 
company, and having employees not more than 250 
(manufacturing) and 50 employees (trade / 
services) and also fulfills one of the following criteria: 
( i) Total assets at cost excluding land and buildings in 
trade/service up to Rs 50 million. 
(ii) Total assets at cost excluding land and building up 
to Rs 100 million in manufacturing. 
(iii) Net sales not exceeding Rs 300 million as per latest 
financial statements in any case (manufacturing, 
service, trade). 
Fixed assets with Rs. 10 million excluding cost ofland. 
Entity engaged in handicrafts or manufacturing of 
consumer or producer goods with fixed capital 
investment up to Rs. l 0 million including land & 
building. 
Source: Sma)l and Medium Enterprises Development Authority (SMEDA). 
In Pakistan, SMEs are considered as the backbone of the national economy. The 
contribution of SMEs to the country's GDP is approximately 40 percent, providing 80 
percent of the total employment and 30 percent of total expo1ts (Khalique et al., 2015). 
SMEs perfo1m a vital role for innovation, improving social status and uplifting 
lifestyle (Khalique et al., 2015; SMEDA, 2010; Rohra and Panhwar, 2009). 
It is fact that the economy of Pakistan is largely SME driven economy. According to 
(Hussain, Ismail & Akhtar, 2015; SME Policy, 2007) SMEs are providing significant 
contributions in Pakistan's economy. As far as Pakistan's economy is concerned SMEs 
representation to total business establishments is more than 90%. There are 3.2 million 
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business units m Pakistan. They are mostly dealing in manufacturing/Industrial 
establishments (20%); Social and Personnel services (22%); wholesale, retailing, 
restaurant and hotel (53%). In continuation, these SMEs are contributing 35% in 
manufacturing value addition (Raziq & Khair, 2015). 
Dynamic and flexible SMEs are playing their part in reducing unemployment levels, 
earning foreign exchange, upgrading the knowledge profile of the work force, 
improving the business management skills, and diffusing technological learning all 
over Pakistan. fn addition, SMEs are constructively and productively mobilizing the 
domestic resources which otherwise could have lain idle and unemployed. The new 
era challenges the competitive strengths of the SMEs sector (Hafeez, 2014; Akhtar, 
Raees & Salaria, 2011 ). 
Ahmad, Rani and Kassim (2011) argued that SMEs contribute enormously towards 
competitiveness of any economy. The impmtance of the SMEs in economy cannot be 
underestimated because the SMEs are major sources of poverty eradication, social 
uplift, growth in the economy and the pillars of employment (Hafeez, 2014; Akhtar et 
al., 2011). Hence, the SMEs play a remarkable role in the stability of the Pakistan 
economy and usually considered as shock-absorbers during times of unrest or 
economic uncertainty. 
In recent years, SMEs are recognized as the main contributor to the economic 
development in developing states (Bhutta, Rana & Asad,2008; Schlogl, 2004). That is 
why, countries across the world to emphasis on SMEs. This shift in focus has been 
even more profound in Pakistan. In October 1998, Small and Medium Enterp1ise 
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Development Authority was established by the Government of Pakistan with the goal 
of developing SME sector. For financing this sector SME Bank has established by the 
Government of Pakistan. After the major setbacks in the larger industiial sector in the 
mid- l 990s, most commercial banks in the country have setup specialized departments 
to provide for the SME sector. Finally, almost all major international donor agencies 
( e.g. ADB, World Bank, ILO, UNDP) have started initiatives in the SME sector within 
the last five years (Bhutta, Rana & Asad, 2008). 
Keeping in view the importance of trade and commerce, initiative taken by the 
Pakistan Government to establish Small and Medium Enterprises Development 
Authority (SMEDA) to promote SMEs. SMEDA was established to take on the 
challenge of developing Small & Medium Enterprises (SMEs) in Pakistan. With an 
enthusiastic approach and professional management structure it has focus on providing 
an enabling environment and business development services to small and medium 
enterprises. SMEDA is not only an SME policy-advisory body for the government of 
Pakistan but also facilitates other stakeholders in addressing their SME development 
agendas (SMEDA, 2016). 
It is significantly evident from the Pakistan Vision (2025) and the Government of 
Pakistan Planning Commission Vision (2030), country's development is 
underperformance due to a variety of factors including lacking in R&D, innovation 
and value addition; and lack of an enabling environment. This is reflected in Pakistan 
being ranked 110th out of 170 countries in terms of ease of doing business. A key goal 
of the Vision (2025) is to see Pakistan ranked in the top 50 countries for Ease of Doing 
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Business by the year 2025. In this regard, Vision 2025 major objectives regarding 
small and medium enterprise are: 
1. To provide SMEs a level playing field, and a fair competitive environment. 
2. Micro-businesses will be encouraged, thus promoting entrepreneurship and 
innovation. 
3. In order to gain the best potential then there is need of a massive focus on skills 
of individuals. 
In continuation, the Vision 2030 document concludes that Pakistan will overcome the 
poor performance of the past. The fundamental and core point of Vision 2030 is the 
establishment of a society which is productive as well as innovative, this is the main 
way to be competitive in the 21st Century. It is stated that demand based skills is a 
major thrust of the Vision 2030. The aims of the Government of Pakistan Planning 
Commission Vision (2030) regarding manufacturing and SMEs sector to combat the 
poor performance are following: 
1. Pakistan has to form vital strategic choices to ensure superior growth in the 
manufacturing sector in a rapidly changing and international competitive 
environment. It is acknowledged that different competencies are important to 
counter the rapid changes in the business environment. 
2. Due to increase in competitiveness of the international arena, Pakistan will 
need to make the accumulation of knowledge and collective competencies that 
are the major d1iver of its economic growth. 
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3. The key ingredients such as better managerial practices, competencies, 
innovation and technological levels are needed to make SMEs competitive. 
4. SMEs Business networking and trust will be enhanced through better 
relationship among entrepreneurs. Potential benefits are derived from business 
network and will further help to grow the SME sector. 
5. For the excellence of business, the skilled and innovative technical personnel 
consider as dtiving force for the betterment of the economy. 
To conclude this section, it is quite significant that; The Vision 2030 document also 
include and acknowledge the impo1tance of competencies as the key objectives of the 
Government of Pakistan Planning Commission Vision (2030) to enhance economic 
growth. Furthermore, the government of Pakistan has taken many initiatives to uplift 
SME sector. One of the most important mechanisms to achieve these objectives is to 
support SMEs projects and programs. Recently, the Pakistan Government started a 
program Prime Minister's Youth Business Scheme to encourage young entrepreneurs 
to sta1t their own businesses (SMEDA, 2016). The SMEs projects are viewed as an 
important mechanism to develop the economy and the nation. 
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2.2.2 Problems Faced by Small Businesses in Pakistan 
SMEs and their significance have been well documented in literature (Ganbold 2008). 
SMEs are impo11ant in overcoming the challenges of high unemployment, high 
poverty rates and income inequalities in developing countiies (Graaf, 2007; Beck, 
Demirguc-Kunt, Levine, 2004). However, despite the importance of SMEs in 
overcoming challenges, SMEs suffer from weak performance and high failure rates 
(Machirori & Fatoki, 2013). It is stated that the failure rate of SME finn is greater in 
developing states than in developed states (Sherazi et al.,2013). Previous studies have 
identified that a great number of new SMEs fail within initial five years of their 
commercial operations (Hafeez,2014; Zimmerer, Searborough & Wilson, 2008; 
Hodges & Kuratko, 2004). 
In Pakistan, situation is not very different. To elaborate this statement fu1ther the 
following discussion takes in to account the findings of previous studies conducted in 
SMEs in Pakistan. The situation in Pakistan is much more serious and alanning. It is 
estimated that large number of Pakistani SMEs collapse at very early stages (Ullah, 
Shah, Hassan & Zaman, 2011). It signifies that SMEs in Pakistan have greater threats 
for their continued existence as a competitive enterprise (Hafeez, 2014 ). 
Previous studies have identified a variety of factors influencing performance of SMEs. 
According to Hassan, Khan and Saeed (1998) discussed the lack of orientation and 
inability of SMEs to embrace new technology causing low productivity and poor 
performance. Ali and Sipra (1998) and Nishat (2000) discovered that the lack of 
finance and inability to get financial assistance are causes of lower performance. In 
addition to financing problems, SMEs in Pakistan experience unfavorable government 
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policies, scarcity of skilled human resources and entrepreneurial capabilities (Roomi 
& Hussain, 1998). A few studies held social and physical infrastructure of Pakistan 
responsible for lower pe1fonnance of SMEs (SMEDA 200l; World Bank, 2001; 
Kemal,2000; Khan, 1997). 
According to the then CEO of SMEDA Shahab Khawaja (2006), SMEs are in a low 
growth trap, dealing in traditional products and unable to climb up the technology 
ladder. They often become vulnerable to various shocks and disappear from the scene. 
It has been observed that Pakistani SMEs face severe problems in entering as well as 
performing in international markets because of lack of competitiveness (Akhtar et 
al.,2011). There are many challenges that an SMEs exporters have to face and which 
influence performance, these barriers are related to distinctive foreign consumer 
preferences, product characte1istics and unusual business practices and procedures 
(Khattak et al., 2011 ). 
In addition, according to (Ullah et al., 2011) the main challenges faced by SMEs in 
Pakistan are the lack of entrepreneurial skills and characteristics that are fundamental 
for better performance of SMEs. They found that the essential enh·epreneurial skills 
and characteristics such as strategic, opportunist, and innovativeness missing in 
Pakistani entrepreneurs. 
Khalique, Isa and Shaari (201 I) highlighted the importance of knowledge based 
competencies for higher performance of Pakistani SMEs. They argued that the pattern 
of the economies of the developed states are shifting from production based economies 
to knowledge based economies. So that there is a need of the time to explore and use 
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the available knowledge resources. They stressed on the importance of knowledge 
workers to boost SMEs capabilities. 
According to Hafeez, Shariff, and Lazim (2012) Table 2.2 shows that in recent decade 
the small scale manufacturing firm' s performance was low as compare to last decades. 
Table 2.2 






Source : Ministry of Finance, 2011. 





In Pakistan entrepreneurs face many obstacles such as financial issues, insufficient 
managerial skills, training related issues, poor infrastructure, corruption, relying on 
low and out of date technology all these restrict SMEs for their long term sustainability 
and development. Pakistan is a country where business industry is totally under 
uncertainty (Sherazi et al., 2013). 
It is very difficult task to achieve growth target in an economy where traditional and 
informal management practices are still exercised (Hussain, Ismail & Akhtar, 2015). 
Pakistan initially followed the planning model during the 1960s, which is based on the 
assumption that markets fail. This fear of market failure led the government to make 
policies that were not supportive of innovation, which is a critical ingredient for 
entrepreneurship (UI Haq, 2007; Hyder & Lussier, 2016). 
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The World Bank report on entrepreneurship activities also provides quantitative data 
on new firm s' entry. This data compared Pakistan with other South Asian and OECD 
countries regarding new firm entry. It indicates that the dismal position of new 
entrepreneurial firms in the market. Pakistan's position as compared to its South Asian 
counterparts is the lowest. New firm entry in Pakistan is almost half of that ofits close 
competitors Bangladesh and India. Pakistan's position rem a ins more or less stagnant 
over the previous years. Other countries are perfo1ming much better than Pakistan 
(World Bank, 2014b). 
According to the Global Innovation Index (GII) 2015 covers 141 economies around 
the world and uses 79 indicators (i.e., Individual skills, creative goods & services, 
innovation linkages) across a range of themes. Thus, G II (2015) presents us with a rich 
dataset to identify and analyse global innovation trends. Pakistan ranked 131 among 
141 countries list as world's most innovative countries. 
Similarly, the Global Competitiveness Report 2015-2016 assesses the competitiveness 
landscape of 140 economies, Pakistan was ranked 126 among 140 countries with 
respect to focus on business sophistication, technology readiness, innovation and 
Infrastrncture (WEF, 2016). 
The current research indicates that problem is still alive, the SMEs in Pakistan 
cuITently perform below their potential and have low-growth perfo1mance. Pakistani 
SMEs continue to face various threats and challenges such as poor infrastructure, lack 
of entrepreneurial competencies, insufficient financial resources, outdated production 
facilities, low level of capabilities, incompetent workers, a complex taxation system, 
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difficulties to get loans from financial institutions, and most imp011antly 
mismanagement of intangible resources (Khalique et al., 2015). Still, SMEs in 
Pakistan are strnggling, there are various reasons for the dismal conditions of the SMEs 
but most importantly lack of entrepreneurial activities (Hyder & Lussier, 2016). 
Ilaain, Su and Sadiq (2016) highlighted the SMEs in surgical instruments sector of 
Pakistan. They analyzed that the surgical instruments sector of Pakistan as a whole is 
not perfonning at efficient level. It is advocated that the insufficiency of productivity 
can be attributed by inappropriate utilization of resources and technical inefficiency. 
It is further suggested that productivity can be increased through proper managing the 
resources and reducing the technical inefficiency. Therefore, this study intended to 
focus on the issues of small firm performance in surgical instruments sector of 
Pakistan. The next discussion entails the Critical Issues and Challenges of small films 
in surgical instruments sector of Pakistan. 
2.2.3 Critical Issues and ChalJenges of Small Firms in Surgical Instruments 
Sector of Pakistan 
Smgical Industry of Pakistan has a history of more than 100 years, in 1958 the Surgical 
Instruments Manufacturers Association of Pakistan (SIMAP) was established with the 
great aim to keep and highly promote the art of surgical instruments manufacturing 
and help out the surgical manufacturing community for problem solving. Surgical 
Association has 1500 operational, functional and upgraded registered SMEs firms 
which are involved in manufacturing of Surgical Instrnments to meet the local and 
international commitments (SIMAP, 2016). 
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According to the Sialkot Chamber of Commerce & Industry (SCCI, 2014) Surgical 
instrument manufacturing industry created in the early 1940s in and around the city of 
Sialkot. The sector manufactures a wide range of medical surgical instrnments to meet 
the local and international markets requirement. Sialkot is considered as the hub of 
manufacturing surgical instiuments. Majority of the Pakistan's surgical instruments 
production is centered at Sialkot. The sector comprises over 1500 small and medium 
firms of which around 30 can be considered large and the remainder can be split as 
150 units of medium sized firms and remaining 1320 all are considered as small finns. 
Out of the total production, which includes 60% of disposable and 40% of reusable 
surgical instiuments. These surgical instruments are used in domestic and also exp01t 
to different countries. These Countries (USA, Germany, UK, France, Italy, UAE, 
Japan, Brazil, Mexico, Russaia) are the top ten buyers of Pakistan surgical 
instrnments. 
The surgical instrnments sector manufactures a wide range of medical surgical 
instrnments used at domestic as well as exporting (Custom daily, 2015). But the 
Economic Survey 2014-15 noted that Pakistani expo1ts declined due to in-
competitiveness of local expo1ters slowdown in international trade, energy sho1tfalls 
and falling international prices of commodities (Business Recorder, 2015). The cunent 
world market of surgical products is estimated at US$ 30Billion and its growing 
gradually (SIMAP, 2016). 
But on the other side, the surgical instruments industry of Pakistan is suffering badly 
in international market (SCCI, 2014). In recent year, the sales of surgical 
manufacturing industry have been declining as compared to last ones (SIMAP, 2016). 
Pakistan's surgical industry position remains more or less stagnant and low growth 
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trap over the previous years. The measures taken by the Ministry of Commerce (MOC) 
and Trade Development Authority of Pakistan (TDAP), Cunently, Pakistan captures 
only 0.75% of the total world market of surgical instruments (Custom daily, 201 5). 
which is comparatively less than Pakistan neighboring states India and China. Pakistan 
surgical instruments market total worth according to fiscal year 2014-15 is USO 339 
Million (SIMAP, 2016). 
But on the other hand, China's sw-gical instruments market is significantly larger at 
USD 8 billion and Indian surgical instruments market is valued at USD 2.75 billion 
and both are growing at 15% a year. China and India present the largest emerging 
market growth opportunity for the surgical instruments industry, both the countries are 
move towards enabling quality sw-gical instruments (The Economic Times, 2015). But 
surgical instruments sector of Pakistan is suffering from low growth and not 
performing well. Pakistan's posit ion remains more or less stagnant over the previous 
years (Ikram, Su and Sadiq, 2016). Still, Pakistani SMEs are struggling, there are 
various reasons for the dismal conditions of the SMEs (Hyder & Lussier, 2016). 
According to the strategy working group between Surgical Instruments Manufactw-ers 
Association of Pakistan (SIMAP) and Engineering Development Board (EDB), (2011) 
of Pakistan highlighted the weakness of the surgical instruments sector which are 
absence of regulatory framework, lack of business networks, insufficient 
entrepreneurial skills, inconsistent product quality, lack of understanding about 
emerging technologies, lack of distributional channels, lack oflinkages with academia, 
absence of R&D , insufficient quality control and low level of capabilities. But 
unfo1tunately, the problem is still alive because surgical instrnments industry is still 
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performing poorly in international market (SCCI, 2014). Research on the small 
business in Pakistan is not enriched and the condition of SMEs is at their alanning 
stage that is why SMEs are facing the challenges of survival in competitive business 
environment (Hussain et al., 2015). 
Furthermore, Now the world is moving rapidly from a production-based economy to 
a knowledge-based economy (Ngugi, 2014; Khalique et al., 2011; Huang and Wu 
201 0; Drucker 1999). And entrepreneurial competencies contribute a major role in the 
success of SMEs businesses (Tehseen & Ramayah, 2015). In today's dynamic 
environment of business, firms need to have the capabilities to learn about latest 
developments in their internal and external business environments (Hafeez, 2014; 
O'Cass & Weerawardena, 2010). There is a dire need that policymakers and academia 
of Pakistan should pa11icularly focus on SME sector for sustainable and realistic 
growth in country's economy (Jabeen, 2014; Kureshi, Mann, Khan & Qureshi, 2009). 
Small and medium enterprises in developing countries like Pakistan not only can create 
employment for them but also provide jobs for others with low capital costs (Jabeen, 
2014; Nishat, 2000). 
With regard to Pakistani SMEs, there is always a gap for additional improvement that 
can only be full by thorough research by scholars and entrepreneurs for supporting the 
business activities which ultimately leads toward betterment of the economy (Hussain 
et al., 2015; Jasra et al., 201 I). It is recognized that dynamic, efficient and strong SMEs 
would play vital role in gaining competitive advantage and supe1ior economic growth 
(Batool & Zulfiqar, 2013). Being key drivers to economic progress, there is need of 
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the time to study the behavior of SMEs in order to offer insight on ways to improve 
performance and boost competitiveness (Hussain et al., 2015). 
In order to stay in business, SMEs should strive to achieve higher performance and 
competitiveness. Various researches indicated that there is potential market for SMEs 
and if this potential is explored and undertaken in a systematic and organized way; 
economy of Pakistan can prosper (Jabeen, 2014). 
Consequently, to achieve their development goals, the SMEs have to adopt 
entrepreneurial competencies and dynamic capabilities in order to achieve fim1 
performance and differentiate themselves from others and to create their own 
sustainable competitive advantage. Concept and definitions and the theoretical review 
on small firm performance is discussed in the following section. 
2.3 Concept and Definition 
2.3.1 Background of Entrepreneurship 
The etymology of the word "entrepreneurship" can be fou nd fro m the twelfth century, 
rooted in the French verb '·entreprendre" which refer the meaning to do something new 
and differently (Long, 1983), and the German word "unternehmen" that means to 
undertake. Therefore, its noun form "entreprendeur" is first drafted in the fou1teenth 
century (Hoselitz, 1996). The modern and contemporary term "entrepreneur" is used 
first time through the eighteenth century in the writings of Richard Cantillion 
(1755/193 l). In 1982, Helene Verin elucidated the backgrounds of the French word 
"entrepreneur". She underlined its two meanings: the "broker" (l'entremetteur) and the 
"adventurer" - (l ' entreprenant). Moreover, the Austrian school (Joseph Schumpeter) 
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focused on the formal role, the manager, that of innovator and risk taker (Marchesnay, 
2011). A "modernist" magazine (Autrement) described "entrepreneurs" as "the heroes 
of the economy" (Marchesnay, 2011). 
The concept of entrepreneurship has a wide range of meanings. Its definitions as cited 
in Zheng, Zhining and Wang (2009) include the carrying out of new combination of 
production resources (Schumpeter, l 934), the ability of entrepreneurs to fill market 
deficiencies through input-completing activities (Leibenstein, 1968), and the ability to 
make judgmental decisions about coordination of scarce resources (Casson, 2003). 
The most apparent form of entrepreneurship is that of starting fresh businesses 
(Katsikis & Kyrgidou, 2009). Entrepreneurship is, when a person has an innovative 
idea, has a capacity and willingness to develop and makes business out of it. This may 
result in establishing new organizations or may be pait of reorganizing and 
restructuring mature organizations in response to a perceived future opportunity 
(Jabeen, 2014). 
Entrepreneurship is a vital element of organizational and individual success as it 
emphasizes to produce opportunity and create wealth (Davidsson, 2005; Antoncic & 
Hisrich, 2003). Most prevalent views of entrepreneurship encompass the uncertainty, 
risk-taking and the efforts on the part of the entrepreneur who strives to convert visions 
into business activities. Entrepreneurship focuses to identify new business 
oppo1tunities and introduce new ideas in the market place (Eisenhardt & Martin, 2000; 
McCline, Bhat & Baj, 2000; Brown & Eisenhardt, 1998). Scholars such as Davidsson, 
Delmar and Wiklund (2006); Audretsch and Keilbach (2004) and Gartner (1988) 
referred entrepreneurship as the creation of new economic activity including the 
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aspects and sta1tup of new venture, creation of new business activity of established 
finns. 
Ogundele (2007) highlighted that entrepreneurship considered as a process which 
including and identifying the oppo1tunities in the dynamic environment, mobilizing 
resources to take competitive advantage of such opportunities in order to offer better 
goods and services for customer and resulting a reward for risk taken. Therefore, 
entrepreneurship is all about waiting environmental opp011unities that are to be 
selected. Accordingly, (Rebecca & Benjamin, 2009) described that entrepreneurship 
refer as a creative process of organizing, managing enterprises and considering the 
risks which are involved in the enterprise. Similarly, it is a process of creating 
something new and assuming the risks and rewards (Hisrich & Peters, 2002). There 
are four vital elements used in those definitions: rewards. creative process, risk taken, 
effort and time. 
Consistent with the above definition Gonzalez-Benito et al. (2009) highlighted that 
entrepreneurship involves the development of creative, innovative projects that have 
an edge over those of competitors and thus, creating a competitive advantage in te1ms 
of profitability and long-term viability and sustainability. 
Based on the study of Stevenson and Jarillo (1990) who examined the trajectory of 
entrepreneurship research, the researches can be divided into three main categories. 
The first category encompassed the economic and market effects of entrepreneurial 
actions (Kirzner, 1979; Leibenstein, 1968; Schumpeter, 1934). The second category is 
individual entrepreneurial action based on psychological and sociological reasons 
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(Brockhaus, 1980 & 1975; Wilken, 1979) while the third refers to the methods that 
entrepreneurs used to attain their objectives (Silver, 1983). 
In addition, entrepreneurial competencies are integral for entrepreneurial activities and 
competencies are perceived as observable and behavioral but only partly intrapsychic 
characteristics of an entrepreneur (Bird, 1995). Accordingly, competencies are 
changeable and leamable, entrepreneurship is therefore all about learning the 
capabilities which needed to consider the risk of establishing a business and 
progressing the winning strategies and implementing them with all dynamism, 
persistence and passion needed to win the game (Rebecca & Benjamin, 2009). 
In recent literature, the significance of entrepreneurial competencies has been 
emphasized. The entreprenew-ship literature has emphasized on the role of 
entrepreneurs for the business advancement of the SMEs. An entrepreneur is an 
individual who exercised the creative and innovative activities for the development 
and growth of the businesses, through introducing new products or services and 
refining the existing methods of production or service. Thus, the competencies of the 
entrepreneurs ensure a business performing well and may lead towards its sustainable 
position in the market as well. Entrepreneurial competencies are associated with the 
firm performance and high level of competitiveness (Mohsin et al., 2017). 
Entrepreneurial competencies have been recognized as a distinct group of 
competencies which are associated with the exercise of effective entrepreneurship. 
Such entrepreneurship is often related with the new, survival and development of small 
and medium enterprises (Mitchelmore & Rowley, 2013; Mitchelmore & Rowley, 
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2010). Moreover, the functions of entrepreneurial management are embedded in the 
dynamic capabilities. The enterprises with strong dynamic capabilities are intensely 
entrepreneurial in characteristics (Teece, 2007). However, there is impact of dynamic 
capabilities in the entrepreneurial firms (Tutueanu & Serban, 2013). Therefore, Chell 
(2013) described a process-relational approach to the study of entrepreneurship 
involving the combined elements of the structural engagement with others and the 
recognition of the socially embedded nature of entrepreneurial activity. 
The promotion of the entrepreneurship has become a topic of highest priority in public 
policy (Tessema Gerba, 2012; Luthje & Franke, 2003). In addition, entrepreneurship 
is often related with creative and innovative practices. It is central to mention here that 
small business and entrepreneurship have been joined the group together in the 
management studies as one of the subsection of management science (Miani et al., 
2014). It is vibrant that entrepreneurship is a process that leads to the establishing and 
creating the SMEs or business ventures. Consistent with the arguments that 
entrepreneurship as process which leads to the birth of SMEs and business ventures in 
various sectors. It can be wholesale or retail, manufacturing and service (Olusegun, 
2012). But, those processes are dependent on the firms' resources. If the resources are 
non-imitable, rare, non-substitutable and valuable; they can lead to superior fom 
performance that would yield sustainable competitive advantage (Barney, 1991). 
SMEs generally lack the legacy that large firms enjoy; thus, they frequently need to 
overcome the problem of limited resources. They find it hard to have the possession 
of critical resources that can lead towards sustainable profitability and perfotmance 
(Hafeez, 2014). It was emphasized that greater emphasis must be placed on size of 
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SMEs as smaller firms would face more obstacles and challenges as compared to 
medium sized finns (Reijonen, 2010). 
However, Day and Wensley ( 1988) argued that although SMEs have limited resources, 
some of them are unique and well-positioned as compared to their competitors, thus, 
SMEs can create valuable products for consumers and also provide the greatest 
potential for wealth creation and redistribution. SMEs play their part in income 
generation and improving growth rate in under-developed and developing economies. 
It is undisputable fact that entrepreneurship development and SMEs both have been 
worldwide recognized as drivers for attaining the economic growth and development 
as well as enhance the employment generation level (Olusegun, 2012; Rebecca & 
Benjamin, 2009). 
The following subsections discuss in detail about the definitions of small firms used 
by multilateral institutions, small firm performance, entrepreneurial competencies and 
dynamic capabilities. 
2.3.2 Small Firms and Classification of SmaJI and Medium Enterprises Used by 
Multilateral Institutions and Different Countries 
Small firms are defined on the basis of different criteria. It is dete1mined that meeting 
the criteria of the number of employees is mandato1y, while filling another financial 
criteria is the choice of the enterprise. According to World Bank the small firms are 
defined as those having an employee size of less than 50 people and USD 3 million of 
total annual revenue and also USD 3 million of total assets. Furthermore, European 
Union defined the small finns as those having an employee size up to 50 persons and 
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l O million Euro of annual tu mover and also IO million Euro of annual balance sheet 
total (Berisha & Pula, 2015). 
In Pakistan, SMEs were categorized as small or medium mainly on the basis of 
number of employees in the firm (Hafeez, 2014). Small firms are defined as those 
having an employee size up to 35 people while medium size firms are those with 36-
250 employees (Jabeen,2014; SMEDA, 20 I 0). Firms with more than 250 employees 
are considered as large firms in Pakistan (Jabeen,2014; Ndubisi & Iftikhar, 2012). 
The appropriate definition of the small and medium enterprises has been the focus 
point of the considerable discussion. Obviously, it is different from one country to 
another country, and depend upon the purpose for which the defmition is apply, and 
different criteria is used like number of employees or invested capital. Generally, in 
most developing nations the small firms are defined as those having employment level 
from 10 to 49 (Hussain, Farooq, Akhtar, 2012). 
SMEs create the largest proportion of businesses and play marvelous roles in 
employment creation, as well as enonnously contributing to the gross domestic 
products (GDPs) of a large number of nations (Abubakar, 2015; OECD, 2000). SMEs 
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governments. 
UNDP 200 None None 
Source: Bouazza, 201 5 
Each country exercises the freedom to define SMEs specifically, as result of which 
today's SME theory counts with a great host of definitions. The following table (Table 
2.4) presents some of them. 
Table 2.4 
Distribution of Firms by Number of Employees in Different Countries 
Country Name Small Medium SME Large 
EU Countries, Iceland, 10-49 50-249 1-249 250 + 
Norway and Switzerland 
Australia I 0-49 50-199 0-199 200 + 
Canada I 0-49 50-499 0-499 500 + 
Japan I 0-49 50-249 1-249 250 + 
Korea 10-49 50-199 5-199 200 + 
Malaysia 05-50 51-1 50 5-150 150 + 
Mexico 11-50 51-250 1-250 25 1 + 
New Zealand 10-49 50-99 0-99 I 00+ 
Pakistan Up to 35 36-250 Up to 250 250 + 
Turkey 20-49 50-249 1-249 250 + 
United States 10-99 100-499 1-499 500 + - ----
Source: Berisha & Pula, 20 15); (Jabeen, 2014); (Khalique, Isa, Shaari & Agee!, 2011. 
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2.3.3 Small Firm Performance 
Performance is defined as a measure of the achievement of firm objectives (Daft, 
2009). Small firm performance refers to the ability of an enterprise (firm) to achieve 
sales and profitability targets (Wilden, Gudergan, Nielsen & Lings, 2013), as well as 
non-financial perspectives in relation to competitors (Kaplan&Norton, 1996). In the 
same way, this study operationally defines small finn perfo1mance as the ability of a 
fom to achieve profitability, sales growth, return on investment and other non-
financial indicators and using subjective performance measures (Spillan & Parnell, 
2006). 
2.3.4 Entrepreneurial Competencies 
The independent variable of this study is entrepreneurial competencies. 
Entrepreneurial competencies are conceptualized as the underlying characteristics 
such as generic and specific knowledge, motives, traits, self- images, social roles, and 
skills which result in venture birth, survival, and/or growth (Bird, 1995). In this study, 
entrepreneurial competencies are operationalized based on the work of Ahmed 
(2007). 
2.3.5 Dynamic Capabilities 
Dynamic capabilities (DCs), defined as the firm's ability to integrate, build, and 
reconfigure internal and external competencies to address rapidly changing 
environments (Teece et al., 1997), and dynamic capabilities are fundamental to firm's 
differential performance (Wang et al., 2015). 
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In this study, dynamic capabilities are conceptualized as coordinative mechanism that 
concern with the firm 's ability to address environmental changes thereby integrating, 
coordinating and reconfiguring its existing resources to enhance and sustain superior 
perfo1mance (Eisenhardt&Martin,2000; Teece et al., 1997). 
2.4 Importance of Small Businesses 
Advanced market economies and economies in transition both having a dynamic sector 
of Small and medium enterprises(SMEs). The G-8 group gave the formal recognition 
to Small and medium enterprises(SMEs), In Denver, its 1997 meeting the G-8 stressed 
the important contribution of the SME sector to economic progress as well as 
employment in the most developed states in the world and furthe1more, it highlighted 
that best practices can be used for the fast development of economies in transition 
(Bianchi, 1997). It is also stressed that this practice can be used for longstanding 
development of developing countries (UNIDO, 2002). 
SMEs significantly contribute its po1tion in the economy of the country with economic 
growth, employment generation and boosting innovation. The SMEs support also 
leads towards social stability as well as economic welfare of the countries. According 
to various studies SMEs play vital roles in raising economic progress, generating 
employment oppo1tunities and poverty reduction (Tajudin, Aziz, Abdullah & 
Mahmood, 2016). Moreover, the small finns create new jobs, open up opportunities 
for upward social mobility, foster economic flexibility, and contribute to competition 
and economic efficiency (Abubakar, 2015; Liao, Welsch, & Moutray, 2009). 
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All over the world, SMEs are regarded as the largest proportion of business 
establishments. SMEs contribute tremendously in creating employment opportunities, 
market creation and development, delivering a higher standard of living, as well as 
hugely contributing to the gross domestic products (GDPs) of a vast majority of 
countries. In addition, SMEs contribute substantially towards high productivity and 
resultantly towards increased level of competitiveness and aggregate growth of an 
economy (Malesios et al., 2018). 
In most developing and developed states, small and medium finns recognized as 
central part of any industrial structure (Ahmad & Pirzada, 2014; Ruiz Duran, 2010). 
So that, SMEs are considered as important drivers of innovation and competition. The 
SME sector has importance in order to survive the economic recession (Katua, 2014). 
For example, the debt crisis in the euro zone and during the economic recession of 
the past several years, the SMEs have taken their position as the backbone of the 
European economy accounting for more than 98 per cent of all enterprises, for 67 per 
cent of total employment and 58 per cent of gross value added (EU, 2012). Similarly, 
in the USA, small businesses make up 99.7 per cent of US employer firms, 48.5 per 
cent of private-sector employment, 63 per cent of net new private-sector jobs and 33 
per cent of exporting value. About half of all new establishments survive 5 years or 
more and about one-third survive 10 years or more (SBA, 2014). 
The vital role of small and medium enterprises was not being considered previously. 
Only the large organizations were supposed to be the patt of economic growth of the 
country as well as an integral part for gaining huge foreign reserves. But the situation 
changed when different Asian countries like Taiwan, Japan, and Korea economies 
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grow on the basis of their small businesses and then the economists started to believe 
in the potential of SMEs (Khattak et al., 2011 ). Similarly, economic growth in different 
countries like Korea, Japan, Taiwan and many others, was significantly generated by 
the SMEs activities (katua,2014; Shah, Mehmood, Hashmi, Shah & Shaikh, 2011). 
Although, small and medium firms are important to the economic growth of every 
state, but nobody can deny the importance of SMEs pmticularly in developing 
economies. For today's dynamic and competitive international situations, a really 
dynamic and viable SME sector is impo1tant for the economic progress of the 
developing states. In addition, the SMEs are considered as engine for the prosperity 
and the growth of the economies and play an important role in the economic 
development. In developing countries, the employment generation, offering advanced 
and innovative products and services are contributed by the SMEs through the 
entrepreneurship and boost the global trade of an economy tlu·ough diversification 
(Hussain et al., 2012). 
Fm1herrnore, it is stated that SMEs are known strategically important in different 
countries, pmticularly those which are located in the Asian region. For example, in 
Japan, SMEs significant contribution is about 99.7% of businesses, create 71 % of 
employment and 55.3% contribution to GDP; In China, the SMEs contribution to total 
business establishments is 99%, generate for 75% of employment and 56% 
contribution to GDP; In Indonesia, SMEs representation to business establishment is 
about 99.7%, generate 99.6% of the employment and 57% contribution to GDP; In 
Malaysia, SMEs significant contribution is about 99.2% businesses, generate 56.4% 
of employment and 32% contribution to GDP (Hafeez, Shariff & Bin Mad Lazim, 
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2013; Rosman & Rosli, 2012) Similarly, in Malaysia, statistical evidence shows that 
SMEs contribute to 19 percent to export of Malaysia. A survey conducted in 2010 to 
evaluate the performance of SMEs in Malaysia. It is concluded that more than three-
qua1ters (76%) of the SMEs among all the sectors of the economy ensured greater 
perfonnance (Katua, 2014). 
In the South Asia region, the SMEs enormously contribute towards economic 
development and prosperity. For example, in Nepal, the SMEs conttibution is almost 
98% of businesses and account for 63% of the value-added segment. In Bangladesh 
the SMEs representation to industrial GDP is 50% and account for 82% of industrial 
sector employees. Furthermore, in India the SMEs contribution to GDP is 30% (Hafeez 
et al., 2013). In addition, the SMEs play an essential role in the industrial economy of 
India. Recently, the SMEs sector has recorded higher growth rate compared to the 
overall industrial sector. In 2003, the SME sector employs approximately 31 million 
persons which are spread over 12.8 million enterprises in India and the labor intensity 
in the SME sector was estimated to be almost 4 times greater than the large finns. But 
cmTently, this sector employs an estimated 59.7 million persons which are spread over 
26.1 million enterprises (Katua, 2014). 
It is generally acknowledged that the development of SMEs enhances the economic 
growth of a country. Due to its great importance, now the SMEs promotion have 
become the central point of government policies for poverty reduction, economic 
revival and employment creation (Subhan, Mahmood& Sattar, 2014). 
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2.5 Unique Characteristics of Small Firms 
Generally, in developing nations the small firms are defined as those having 
employment level from IO to 49 (Hussain et al., 20 I 2). Most importantly, both 
entrepreneurship and small firms have considered in a same class of management 
studies as one subsection of the management science. Nevertheless, the small 
entrepreneurs as well as the small businesses both have uniqueness in their 
characteristics that make them different from others. Therefore, different scholars have 
emphasized on the need for considering these different features while investigating the 
small firms (Minai, Uddin & Ibrahim, 2014). 
The general features of small films are considered as low number of hierarchical 
levels, strong personalization, strong interconnection of the formal as well as info1mal 
elements, intensive decisional centralization, low complexity, low degree of 
fonnalization and entrepreneurial customization (Nicolescu, 2009). It has well-known 
that the small enterprises are generally both informal and flexible. Therefore, 
entrepreneurial small firms much rely on the entrepreneur's personal characteristics 
(Minai et al., 2014). 
Focusing mainly on the entrepreneurship and small business research, even though 
management science research as a study area has a splendid history, particularly 
research on small firms and entrepreneurship has attained substantial attention in 
academic research work in this era. The field of entrepreneurship and small business 
is yet to promote its well established voice and valued (Minai & Lucky, 2011 ). 
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It is strongly argued by (Minai et al. , 2014) that small firms having unique features 
and different individuals also have unique attributes who are operating the ventures. 
Therefore, they emphasized on the unique business research method while doing 
research on small firms and propose a change in the current business research 
techniques regarding small films. Moreover, they pointed out that the typical fo1mal 
method of research has not covered the all aspects of small firms. Fu11her, they 
mentioned that a number of factors to be considered while conducting research on the 
small films. Small firms are considered essential to compete in international turbulent 
markets. In order to continue in such a dynamic environment, it is essential for small 
firms to gratify all their stakeholders and be excellent at the same time along with all 
dimensions of performance. 
2.6 Review on Small Firm Performance 
2.6.1 The Concept of Small Firm Performance 
Performance is one of the major concern of the most fields in management studies, 
and of interest in both practicing managers and academic scholars (Aminu, 2015b; 
Venkatraman & Ramanujam, 1986). Performance can be defined as "the level to which 
the firm satisfy the customers' needs, product quality and quality of working life" 
(Law, 2012; Yacuzzi, 2005). Similarly, SMEs performance is the film 's ability to 
achieve and accomplish its objectives by using all the firm 's resources in an efficient 
and effective manner (Jabeen, 2014; Daft, 2000). In continuation, the performance of 
the SMEs can be defined as the level of success of the business (Shamsuddin, 
2014; Chelliah, Sulaiman & Yusoff, 2010). Performance is the life blood of 
enterprises, since without it, no decisions can be made (Shamsuddin, 2014; Mosalakae, 
2007) . Now, in the small business literature this concept has become the subject of 
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extensive and increasing empirical and conceptual investigation (Shamsuddin, 
2014; Rodsutti & Swierczek, 2002; Watson, Newby, & Woodliff, 2000; Jarvis, 
Curran, Kitching, & Lightfoot, 2000; Lachman & Wolfe, 1997; March & Sutton, 1997; 
Murphy, Trailer, & Hill, I 996; Chandler & Hanks, I 993). 
According to (Jabeen, 2014; Abu-Jarad, Yusof & Nikbin, 2010) performance is a 
broader term that could include productivity, quality, consistency. While, it is observed 
that performance as the ability of the firm to succeed in achieving its defined goals and 
objectives. (Jabeen, 2014; Ricardo & Wade, 2001). Fi1m performance can be viewed 
as how the firm delivers value to its customers and stakeholders. It shows how well 
the mangers manage the firm resources (Aminu, 2015a; Moullin, 2007). In the same 
way, this study operationally defines small firm performance as the ability of a firm to 
achieve sales growth, profitability, return on investment and other non-financial 
indicators by effectively and efficiently utilize the available resources 
(Spillan&Pamell, 2006). 
However, from entrepreneurial perspective, performance of SMEs is the ability to 
survive, grow and contribute to the creation of employment and alleviate poverty 
(Arninu,2015a; Sandberg, 2003). It is discussed that entrepreneurial activities are 
important that can foster growth led firm performance (Hafeez, 2014; Davidsson and 
Wiklund, 2000). It is stated that the performance of SlvtEs is associated with 
entrepreneurial networks (Law, 2012). Overall, the perfo1mance of a firm in SMEs can 
be influenced by various strategic factors but most importantly entrepreneuiial 
characteristics (Law, 2012; Zimmerer, Wilson & Scarborough, 2009; Dollinger, 
1999). 
63 
Performance of SMEs is quite significant for the socio-economic development of 
every country in general and developing countries in paiticular. High perfonning and 
dynamic SMEs are essential for the economic progress and success of developing 
economies in this age of hyper competition and international challenges. SMEs are 
known as growth engines and lifelines of prospering economies worldwide. In 
developing countries their role is fuither more impo1tant as they contribute m 
employment generation, offering innovative products and services, enhancing 
international trade of an economy (Hafeez, 2014). 
Moreover, the perfonnance assessment models and theories support for understanding 
of how the firm can uplift and enhance its efficiency and relate to the theory of the 
growth of the fitm (Penrose, 1959) defined perfo1mance as an indicator of how 
effectively a firm fulfils its objectives. Furthennore, according to (Neely, Gregory & 
Platts, 1995) firm perfonnance is the process of quantifying actions of a business fim1 
that leads it to achieve its goals and objectives. 
In continuation, a firm with high efficiency and effectiveness in terms of the value 
delivered to both stakeholders and customers, could perform better than its competitors 
(Neely, 2005) In this way, finn perfonnance comprises outstanding practices in 
managing and delivering value for customers and enhance success level of business 
(Aminu,20 I Sa; Moullin, 2007). In small business literatures, a number of researchers 
have studied the firm performance. Most of these researches have focused on 
investigating finn performance detenninants, in which several variables have been 
identified (Aminu, 20 I Sa). Hence, performance is a main concern for the firm that 
refers to the firm 's success and the achievement of its objectives (Jabeen, 2014 ). 
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In many studies, intangible finn resources have used as influencing factor on SMEs' 
performance (Aminu, 2015a). Some researchers tried to investigate the ways of 
improving the firm performance and some studied the predictors of firm pe1fonnance 
(Mahmood & Hanafi, 20 I 3). It is observed that in most of the organization research, 
firm performance bas widely been studied as a dependent variable (Jabeen, 2014; 
Rogers & Wright, 1998; March & Sutton, 1997). Moreover, (Catton & Hofer, 201 0; 
Bmsh & Vanderwerf, 1992) described that most of the research on SMEs also have 
attempted to use perfonnance as a dependent variable. 
There are too many terms used by various researchers, authors, academicians to 
indicate the firm performance. Among the words that have always been used are firm 
performances, organizational perfo1mance, new venture performance, financial 
performance, non-financial performance as well as SMEs perfonnance (Law, 2014). 
But in this research study, SMEs performance as a term to indicate the performance of 
small and medium enterprises that are owned and managed by entrepreneurs. This 
study explains SM Es' performance as the ability of the SM Es to effectively and 
efficiently utilize the resources in order to achieve and accomplish its objectives and 
make progress. Finally, SMEs performance is used as a dependent variable in this 
study. 
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2.6.2 Performance Measurement 
In international turbulent markets firms are required to compete effectively. Similarly, 
finns are needed to satisfy all their stakeholders in such a dynamic environment and 
outclass at the same time with dimensions of perfonnance (Cocca & Albe11i, 2010; 
Neely, Adams & Kennerley, 2002) Performance is the multi-dimensional concept 
(Khan, Khalique & Nor, 2014; Simpson, Padmore & Newman, 2012). It is stated that 
measurement system of the performance is considered as the metrics set which is used 
to quantify effectiveness and efficiency of past actions of the firms (Cocca & Alberti, 
2010; Neely et al., 2002). 
Firm performance is an academic domain that has yielded loads of interest and 
attention from past researchers. SNfEs performance can substantially influence not 
only the individual entrepreneurs but the whole society (Hafeez, 2014; Cooper, 1993; 
Kirchoff & Phillips, 1988). Thus, the understanding and measurement of SMEs or 
entrepreneurial performance have vital importance (Hafeez, 2014; Chandler & Hanks, 
1993). It is argued that measurement of performance is essential in order to understand 
organizations; what is being measured is of equal significance as how it is being 
measured (Hafeez, 2014; Kanter & Brinkerhoff, 1981 ). Hence, it is quite impo1tant, to 
emphasize on both that what should constitute and comprise performance and how it 
should be measured (Hafeez, 2014). 
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Finn perfo1mance is a concept that is often discussed in various studies, but rarely has 
a single definition (Aminu, 2015a; Neely, Gregory & Platts, 1995). Different scholars 
have conceptualized and measured performance in different way. Researchers have 
put fo1th different opinions, approaches and definitions of perfo1mance (J a been, 20 l 4; 
Barney, 1986). There is also inconsistent measurement of performance found by many 
researchers (Jabeen, 2014; Denison & Maishra, 1995; Marcoulides & Heck, 1993; 
Kotter & Heskett, 1992). 
In addition, firm performance has been considered as "one of the thorniest issues 
confronting the academic researcher today" (Law, 2012; Venkatraman & Ramanujam, 
1986). Up to date, there is no universal consensus on measuring finn performance 
among academicians, authors and researchers (Law, 2012; Croteau & Bergeron, 
2001). Usually, SMEs do not plan for performance measurement, they follow an 
infonnal approach and do not adopt or implement any well-defined model for 
measuring performance. Past researchers have also identified some limitations and 
barriers that hinder SMEs to measure their perfonnance in a well-planned manner. 
(Hafeez, 2014; Barnes et al., 1998). 
Existing literature on SMEs differentiates them from large corporations on the 
basis of a number of factors. SMEs are characterized by personalized management, 
acute shortage of human as well as financial resources, limited to a few markets, flat 
and flexible organizational structures, high potential to innovate, informal and 
dynamic in nature (Hafeez, 2014; Bums, 2001 ; Haywood, 1999; Appiah-Adu & Singh, 
1998; Marri, Gunasekaran & Grieve, 1998; O'Regan, Ghobadian & Liu, I 998; Addy, 
Pearce & Bennett, 1994). 
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ln the same manner, the general features of small and medium foms are considered as 
low number of hierarchical levels, strong personalization, strong interconnection of 
the formal as well as informal elements, scarcity of resources and low degree of 
formalization (Nicolescu, 2009). It has well-known that the small and medium 
enterprises are usually heterogeneous, informal and flexible (Minai et al., 2014). 
Keeping in view the above-mentioned characteristics of SMEs, there is a dire need 
to measure the performance of SMEs in a holistic manner. Well formulated 
performance measures can trigger and mobilize the owners/managers and employees 
of SMEs and provide motivation for achieving the success. Shortage of resources 
indicate that SMEs need to be very sensitive about time and quality dimensions, as on 
one hand, they can ill afford any wastage; on the other hand, they need to ensure higher 
levels of productivity by employing the available resources optimally as well as by 
bringing innovation in existing production processes. (Hafeez, 2014). 
Basically, there are two major indicators of the perfonnance in the literature of 
performance measurement system, and these are financial and non-financial 
performances (Aminu, 2015b; Cardinaels & van Veen-Dirks, 2010). Firms widely 
recognized the importance of performance; many financia l and non-financial factors 
have been used by several previous researchers to measure performance (Jabeen, 
2014 ). 
Penrose (1959) defined performance as an indicator of how effectively a finn fulfils 
its objectives (financial and nonfinancial). Perfonnance is defined in the same manner 
in this study to describe the perfonnance of SMEs by using measures like profit, sale 
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growth, market share and new product development with respect to financial and non-
financial aspects of business. 
Small businesses grow largely on their performance as a result of their ability and 
flexibility to exploit the existing and emerging opportunities (Hafeez, 2014; Gill, 
1985). It means that firm's performance is linked with growth in its business 
operations. Moreover, film growth performance defined as getting bigger in size, sales, 
profit, market share, customers, exports, product development and business expansion 
(Hafeez, 2014; Bennett, 1989). Different measures have been used by different studies 
shown in table 2.5. 
Table 2.5 
Firm Performance Measures 
Construct Measures 
Firm Perfonnance Profit 
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Sources 
Aminu, 2015a; Aminu, 20 15b; Hafeez, 
2014; Jabeen, 2014; Law, 2012; Suliyanto & 
Rahab, 2012; Valmohammadi, 2011 ; Lin, 
Peng & Kao,2008; Keskin, 2006; Spillan & 
Parnell, 2006; Calantone, Cavusgil & Zhao, 
2002; Cox & Camp, 200 I; Ward & Ouray, 
2000; Smith & Reece, I 999; Madu, Kuei & 
Jacob, I 996; Lumpkin & Dess 1996; 
Murphy, Trailer & Hill, 1996. 
Table 2.5 (Continued) 
Market Share 
Sales Growth 
Return on Investment 
New Product Development 
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Aminu, 2015a; Hafeez, 2014; Jabeen, 2014; 
Suliyanto & Rahab, 2012; Valmohammadi, 
20 I I ; Imhemad, 20 I I; Lin, Peng & 
Kao,2008; Keskin, 2006; Calantone, 
Cavusgil & Zhao, 2002; Butler, Keh & 
Chamommarn, 2000; Ward & Ouray, 2000; 
Smith & Reece, 1999; Madu, Kuei & Jacob, 
1996; Lumpkin & Dess 1996; Cardozo, 
Hannon, & Ardishvili, 1995. 
Aminu, 2015a; Aminu, 2015b; Hafeez, 
2014; Jabeen, 2014; Law, 20 12; Suliyanto 
& Rahab, 2012; Imhemad, 2011; 
Valmohammadi, 201 1; Lin et al; 2008; 
Keskin, 2006; Spillan & Parnell, 2006; 
Calonte et al. 2002; Davidsson & Wiklund, 
2000; Wiklund, 1999; Lumpkin & Dess 
1996. 
Aminu, 2015b; Hafeez, 2014; Spillan & 
Parnell, 2006; Murphy et al., 1996. 
Aminu, 2015b; Hafeez, 2014; Spillan & 
Parnell, 2006; Gibb & Davies, 1990. 
Table 2.5 (Continued) 
Market Development Hafeez, 2014; Cox and Camp, 200 I; Gibb & 
Davies, 1990. 
Research and Development Hafeez, 2014; Gupta & Govindarajan, 1984. 
(R & D) activities 
Employee Growth 
Customers Satisfactions 
Hafeez, 2014; Cardozo et al., 1995; Gupta & 
Govindarajan, 1984. 
Jabeen, 2014; Valmohammadi, 2011; 
Terziovski, 201 0; Andreas, Johan, Lumpkin 
& Michael, 2009; Ghalayin & Noble, 1996. 
To a certain extent, some researchers found that financial criteria is still not adequate 
to measure the firm performance (Law, 2012; Banker, Potter & Srinivasan, 2000; 
Hoque & James, 2000; Otley, I 999; Ittner & Larcker, 1998; Kaplan & Norton, 
l 996a, 1996b, 1993 and 1992). In a similar context, it is argued that there is no single 
indicator to measure the performance of firms (Jabeen, 2014; Doyle, I 994). It is noted 
that when financial and nonfinancial measures are integrated carefully in a balanced 
manner, the measurement system provides managers with concise but comprehensive 
and timely outlook of their finns (Braam & Nijssen, 2004). Similarly, some 
researchers used combination of financial and non-financial approach because they 
believe that it will provide adequate and reliable information to measure firm 
performance (Tehseen & Ramayah, 2015; Law, 2012; Brush & Cbaganti, 1998; Lee 
& Miller, 1996). 
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Perhaps the most prominent in the development of financial and non-financial system 
of measurement is Kaplan and Norton 's (1996, 1993, 1992) balanced scorecard (BSC) 
measures that drive performance (Law,2012; Jazayeri & Scapens, 2008). However, 
both measures of financial and non-financial appear to provide a comprehensive view 
of the business position because fitm strategy involves all dimensions of corporate 
behavior (lrohemad, 2011; MacDougall & Pike, 2003; Lee & Miller, 1996; Kaplan & 
Norton, 1992). 
Measurement of performance in the context of SMEs has prime significance. 
According to Spillan and Parnell (2006) 08 items are used to measure firm 
performance in the competitive market environment. Most importantly, the measures 
comptise both financial as well as non-financial performance standard that give the 
clear picture of actual performance as discussed above. Moreover, it is quite evident 
from the study of (Aminu & Mahmood, 2015) used the same scale of firm perfonnance 
of Spillan and Parnell (2006) in their study. Thus, in this study, fitm performance 
measures are adapted from the study conducted by Spillan and Parnell (2006). Further, 
I ike the present study, in the Spillan and Parnell's study, the antecedents of firm 
performance are such intangible firm resources. Hence, this study adapts the widely 
recognized and frequently employed items of SME performance. 
Another stream of research that generates discussion about measuring perfo1mance in 
organization research is the issue of using either objective or subjective measures. 
There is different opinion on the measure of the performance of the business and no 
consensus upon appropriate measurement (Norshafizah, 2012; Yusuf, 2002). ln 
addition, there are two perspectives through which perfonnance of the firm can be 
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measured: (a) an absolute measures of perfonnance are based by an objective concept, 
and (b) self-reported measures involved in a subjective concept (Norshafizah, 20 I 2; 
Tse, Sin, Yau, Lee, & Chow, 2004). Moreover, it is suggested that objective or 
subjective data can be utilized to assess the performance of the firm. The subjective 
data can be collected through respondent's perception or self-rated approach (Law, 
2012; Tsamenyi, Onumah & Tetteh-Kumah, 2008; Moesel & Santiago, 2007) whereas 
the objective data calls upon from company financial rep01ts and statements (Law, 
2012; Shanna, 2005; Heras, Casadesus & Dick, 2002). 
Data to determine the firm's performance can be attained either from the firm (primary 
data) published sources (secondary data). The financial data information in case of 
SMEs is extremely difficult to obtain from secondary sources, but may be available in 
the case of large company (Jabeen, 2014; Abu-Jarad, Yusof & Nikbin, 2010). 
Furthermore, it is stated that financial data on the SMEs performance usually is 
not accessible, due to their private ownership strncture, and by law the owners of 
SMEs are not required to publish financial results with the fact that they are usually 
reluctant and unwilling with the outsiders to share such information (Jabeen, 2014; 
Dess & Robinson, I 984). 
Acquiring objective data pertaining to perfo1mance with respect to 
SMEs/entrepreneurial films are a very hard task as those private firms are not legally 
bound or required to unveil their financial details to general public (Hafeez, 20 14; Dess 
& Robinson, 1984). Consequently, it is quite rare to find in depth financial 
performance information about entrepreneurial firms through the secondary sources of 
data. Unlike large corporate fim1s, SMEs do not publish their annual reports disclosing 
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their fi nancial performance thoroughly in numerical form (Hafeez, 2014). Similarly, it 
is not easy to get exact financial information from small and medium firms; because 
of the financial data confidential nature that is why the financial matters of businesses 
are considered very sensitive by the owners and thus hesitant to share financial data 
(Khan, Khalique & Nor, 2014). 
The issue becomes even more complex and complicated as the response rate may be 
reduced if a research instrument asks for any piece of info1mation which is considered 
confidential and sensitive (Hafeez, 2014; Dillman, Sinclair & Clark, 1993) which 
makes it near impossible to collect such infmmation through primary data. In order to 
cope with the aforementioned limitations and barriers, numerous researchers have 
recommended the employment of subjective measures of performance as an 
appropriate and acceptable surrngate of objective measures (Hafeez, 201 4; Dess & 
Robinson, 1984). 
The equality and suitability of utilizing subjective measures in contrast to objective 
measures has been proposed and suppo1ted in the scholarly literature about 
entrepreneurial performance (Hafeez, 2014). It is described that in case of non-
availabili ty of objective data, the performance of a firm can be precisely evaluated by 
asking respondents to make subjective comparison of their fmn's performance with 
the performance of those firms who are considered as close competitors (Hafeez, 2014; 
Dess & Robinson ,1984). As an alternate approach (Hafeez, 2014) proposed that 
performance of films can be subjectively examined by assessing respondents stated 
satisfaction level with various dimensions of perfotmance. 
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Neve11heless, there are three reasons countering the aforesaid differences. The first is 
that subjective measures are often responded by owner/manager of the firm who are 
the gatekeepers of the that objective financial performance (Aminu, 2015b). Hence, 
they can appropriately rate the perfonnance in a subjective tetm. Second (Aminu, 
2015b; Dess and Robinson, 1984) revealed the evidence that subjective measures of a 
firm overall perfonnance are closely related to specific objective ones. Third, meta-
analysis study of fifty (50) studies in similar settings of employee performance, found 
that there are no such differences in using either subjective or objective measures 
(Aminu, 20156; Bommer, Johnson, Rich, Podsakoff & MacKenzie, 1995). 
In order to justify the use of subjective measures as an alternate to objective measures, 
the researchers have mostly employed correlation analysis. Furthermore, it is cited in 
(Aminu, 2015b) Wall et al. (2004) analyzed two empirical studies that had offered the 
evidence in relation to the question of the validation of subjective measures. The first 
study conducted by Baer and Frese (2003) concerned with the medium sized Geiman 
firms. The study empirically found that subjective measures can be used in the place 
of the objective ones in measuring performance. The second study by Guthrie (2001) 
involved 164 firms in New Zealand with at least l 00 employees. Questionnaires were 
used to measure subjective employee performance in place of objective measures. 
Thus, study found that while measuring firm perfo1mance subjective measures can be 
used instead of the objective measures. 
The aforementioned two studies, however, provide some evidence of convergent 
validity on the fact that subjective performance measures are correlated wjth objective 
measures (Wall et al., 2004). Moreover, it is stated that between subjective and 
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objective responses a strong correlation has found in different previous studies 
(Norshafizah, 20 I 2; Dawes, 1999; Dess, Lumpkin & Covin, 1997; Jaworski & Kohli, 
1993; Dess & Robinson, 1984). It is suggested that the evaluation of subjective 
approach is reliable means for perfotmance measurement (Norshafizah, 2012; Pearce, 
Robbins & Robinson, 1987). In addition to that, it is emphasized that subjective 
measures are widely accepted and preferred approach used by researchers in order to 
increase the response rate. (Jabeen, 2014; Pelham & Wilson, 1996). Consequently, a 
large number of empirical studies involved with the relationship between the practices 
of strategic management and firm performance on SMEs have employed subjective 
financial and non-financial measures (Aminu, 20156; Suliyanto & Rahab, 20 12; Idar 
& Mahmood, 2011; Hilman & Mohamed, 2011 ). Like most of it type, the present study 
follows to use such subjective measures. 
On the basis of a thorough literature review, it is deemed as quite appropriate to employ 
subjective measures as recommended by (Aminu, 2015b; Hafeez, 2014; Jabeen, 2014) 
for measuring film performance. Through data gathering from many previous studies, 
it shows that there are too many perfonnance dimensions or indicators used in different 
studies. The most popular performance indicators used by researchers consists of profit 
(Hafeez, 2014; Jabeen, 2014; Law, 2012; Spillan & Parnell, 2006); Sales growth 
(Aminu, 2015a; Aminu, 2015 b; Hafeez, 2014; Jabeen, 2014; Law,2012; Spillan & 
Parnell, 2006); Return on investment (Aminu, 201 56; Hafeez, 2014; Spill an & Parnell, 
2006) and new product development (Aminu,20156; Hafeez,2014; Spill an & Parnell, 
2006). Within the context of this study, small firm perf01mance means to the ability of 
an enterprise (firm) to achieve sales and profitability targets (Wilden, Gudergan, 
Nielsen&Lings, 2013), as well as non-financial perspectives in relation to 
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competitors(Kaplan&Norton, 1996). To conclude, in the same way, this study 
operationalizes small firm performance as the ability of a finn to achieve sales growth, 
profitability, return on investment and other indicators of non-financial and using 
subjective perfonnance measures as suggested by Spillan and Parnell (2006). 
The subsequent section reviews literature regarding entrepreneurial competencies in 
general terms as well as in specific context of small businesses. 
2.7 Theoretical Review on the Relationship between Entrepreneurial 
Competencies and Small Firm Performance 
2.7.1 The Concept of Entrepreneurial Competencies 
In the management field the competency concept is not new (Ahmad et al., 20 l 0a). It 
is stated that competency refer as behaviors that demonstrated by an individual 
(Mitchelmore & Rowley, 201 0; Strebler, Robinson and Heron, 1997). Ahmed (2007) 
explained that Competency is prefen-ed by the American school and promoted by 
Boyatzis ( 1982) is seen as an underlying characteristic of a person in that it may be 
trait, aspects of one's self-image or social role, skills, motive or a body of knowledge 
which he or she uses (Mitchelmore & Rowley, 20 l 0). Accordingly, through the 
entrepreneur's behavior the competencies are observed (Man & Lau,2005; Bird, 
I 995). Therefore, when we measure and analyze the certain type of behavior of an 
entrepreneur at a certain level, then we can claim that certain competencies are 
possessed by the entrepreneur (Man & Lau, 2005). 
For the promotion of the competency approach, initially, the understanding of the 
concept of a competency is necessary. It is stated that many definitions of"competency 
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(ies)" have appeared in the literature (Ahmed, 2007). In the managerial literature, the 
terms competency and competence both have been much debated, from different 
perspectives the term competency has been defined and accordingly has a number of 
meanings (Mitcbelmore & Rowley, 2010). The most basic argument relates to the 
difference among "competency (ies)" and "competence". These terms are often used 
interchangeably, despite being seen as distinct concepts by some scholars (Ahmed, 
2007). Both researchers and practitioners used the inaccurate tenninology which 
hampers the development in existing knowledge from research initiatives and clarity 
in practical implementations. It is principally important in the practical context that 
developers should clear as to whether their objective is excellence through 
competencies, or competence through meeting minimum standards (Mitchelmore & 
Rowley, 2010). 
The term competency key meaning 1s considered as an individual behavior. 
Furthermore, the American school preferred the approach of competency and 
supported by Boyatzis is seen as an underlying characteristic of a person which reflect 
in high potential actions and leads towards high level of perfo1mance (Mitchelmore & 
Rowley, 2010). On the other hand, description of something is seen as competence 
which is achieved by a person who works in a particular area of occupation. Moreover, 
it is a description of an outcome or action which is demonstrated by a person. In United 
Kingdom competence has been preferred and since 1988, through the Management 
Cha1ter Initiative the government supported the developments (Mitchelmore & 
Rowley, 2010; Cheng and Dainty, 2003). 
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According to some of the previous studies, Rowe (1995) defines "competence" as a 
standard of performance, in contrast to ''competency (ies)" in which he argues and 
refers to a behaviour in which performance is achieved. In lengthy review of the 
several meanings accredited to competencies, Hoffmann (1999) perceives that in three 
different ways competencies have been defined: (i) the underlying attributes of a 
person, such as his/her knowledge, skills, and abilities ( ii) result, of a person's 
performance; and (iii) observable performance (the output). In most of the studies this 
first definition of competency is adopted for the understanding of the managerial 
competencies. The differentiate between competency and competence is explained 
by Bird ( 1995) competence as a minimum or baseline standard and competency which 
contributes towards superior success. It is suggested that for launching a new venture 
or growth of the business the competencies are needed (Mitchelmore & Rowley, 
2010). 
The concept of a competency, or competencies has been given the clear meanings and 
trace from the existing literature of the entrepreneurship and management. The concept 
is based on various practices which is vary from very broader to more specific. So, 
that, there four vital features of competencies that appear to these definitions as 
common: (1) Competencies refer as individual all characte1istics that are associated 
with the high level of performance of a particular job (2) Competencies are observable 
and measurable and therefore demonstrated by the individual's behavior (3) The 
achievement of goals and objectives are facilitated by the competencies ( 4) 
Competencies are firm resources that can be promoted and fostered. In the light of 
above-mentioned description, it is argued that competency approach is the main cause 
of the business success (Ahmad, 2007; Parry, 1998; Bird,1995; Burgoyne, 1993). 
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The concept of competency has been used by different authors and explained that how 
people perform and manage in the contexts of business, particularly on managerial 
competencies there is a significant existing literature. This literature usefully 
differentiates among competence and competency. In a nutshell, the two unlike te1ms, 
competence and competency are linked but different. Therefore, competence is the 
performance assessment of activity in a specific domain, whereas competency is a 
class of things that refer as individuals behaviour and can be utilize for characterise 
the individuals (Mitchelmore & Rowley, 2010). 
It is argued that small and medium business entrepreneurs are needed variety of skills 
across the domains of competency. Therefore, entrepreneurs should perform a 
"generalist role", rather than the more "specialist role" which is favored by the large 
firm 's managers (Ahmad et al., 2010b; Sadler-Smith, Hampson, Chasten and Badger, 
2003). The generalist role of the entrepreneurs has been recognized by the earlier 
studies. In the same manner, it is suggested that three main roles are undertaken by the 
entrepreneurs in the SMEs such as, functional , managerial, and entrepreneurial roles. 
Perhaps, it is needed to develop competencies right mix that is suitable to the demands 
of tasks allied with these roles would directly boost the success level of the 
entrepreneurs (Ahmad et al., 2010b). Similarly, an analysis is developed to relate the 
competencies with the role of SMEs entrepreneurs (Alunad et al., 201 0a). 
In SMEs context, theses competencies are referring as entrepreneur characteristics, 
who manage and own the busjness (Ahmed, 2007; Gibb, 2005; McGregor & Tweed, 
2001). Moreover, some of the studies explained the significance of understanding of 
entrepreneurial competencies, it is widely described that entrepreneurial competencies 
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are defined as underlying characte,istics such as specific skills, self-images, social 
roles, knowledge, motives and traits which outcome in finn birth, survival or growth 
(Mitchelmore & Rowley, 2013; Ahmad et al., 20l0b; Bird, 1995). It is stated that 
individuals carried the entrepreneurial competencies and the entrepreneurs who sta11 
or transform firm and who added the value through their organizing of opportunities 
and resources (Mitchelmore & Rowley, 201 0; Bird, 1995). 
Consistent with the above discussion, various components joint together and comprise 
entrepreneurial competencies that are deep-rooted in background of the individual 
(self-image, attitudes, social role, personality and traits) and those which can be 
attained at work or through education and the training ( experience, skills and 
knowledge) (Mitchelmore & Rowley, 2010; Man and Lau, 2005). In continuation, it 
is stated that the total ability of the entrepreneur is recognized as entrepreneurial 
competencies for perfonning a successful job role (Mitchelmore & Rowley, 2013; 
Man, Lau, and Chan, 2002). According to the firm resource-based view, the firm 
performance is strongly related to the competencies of managers which are intangible 
resources (Mitchelmore & Rowley, 2013; Mitchelmore & Rowley,201 0; Bainey, 
1991; Grant, 1991). 
In short, there is agreement on this point of view that individuals are carried 
entrepreneurial competencies. Consistent with above argument entrepreneur are 
involved in startup and transform of their enterprises and there is an extensive 
acknowledgement that the different types of competencies and skills are needed to 
successfully nm the small and medium firm and which are qualitatively and 
quantitatively different from those required in large organizations (Mitchelmore & 
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Rowley, 2013; Fuller-Love, 2006; Walker and Webster, 2006; Johnson and Winterton, 
1999). In the context of the entrepreneurial competencies, it is stated that the focus is 
on the individual (Mitchelmore & Rowley, 2013; Hunt and Meech, 1991). 
Moreover, it is strongly argued that entrepreneurial competencies are considered as a 
speci fie set of competencies which are associated with the flourishing 
entrepreneurship. So that such successful entrepreneurship is also related with the 
bi1th, progress, survival and expansion of small and medium enterprises (Mitchelmore 
& Rowley, 2013; Mitchelmore & Rowley, 2010; Nuthall, 2006; Colombo and Grilli, 
2005). 
In addition, research studies on entrepreneurial competencies have focused on 
competency approach, which are the aspects of individuals like their skills as well as 
knowledge that empower them to be competent (Mitchelmore & Rowley, 2010). 
According to some of previous studies, it is described that main feature of the research 
studies on competency is to search for everlasting characteristics of the individuals 
which leads towards the superior performance of the fom (Thomas and He1Tisier, 
1991). These characteristics can differ from a skill, trait, an aspect of the person's 
self-image or social role, motive, or a body of knowledge on which the entrepreneur 
draws (Boyatzis, 1982). Fwthermore, it is argued by Ba,tlett and Ghoshal (I 997) that 
there are three groups of competencies, skills/abilities, attitudes/traits and 
knowledge/experience, were known. Similarly, it is also defined by Stuart and Lindsay 
( 1997) that competencies are recognized as a personal characteristic, person's skills 
and knowledge. Consistent with above arguments, entrepreneurial competencies are 
known as characteristics of the individual including behavior and attitude, which 
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pennits the entrepreneur to reach the high level of business success (Sarwoko, 
Surachman, A1manu & Hadiwidjojo, 2013). In the light of the above extensive 
review, there is an overall unity on the fact that individuals canied entrepreneurial 
competencies who begin, transform and make progress in their businesses (Ahmad et 
al., 2010b; Mitchelmore & Rowley, 2010). 
Another stream of research that generates discussion about entrepreneurial 
competences which indicates that there are issues related with distinguishing one 
competency from another; competencies identification and measurement; and 
understanding the va1iances among competencies in different contexts. In both 
research and practice, the competencies measurement issue 1s central. The 
competencies that entrepreneurs express provide the building blocks for the 
frameworks development of entrepreneurial competencies (Mitchelmore & Rowley, 
2010). Similarly, the main objective of the development of classifying of 
entrepreneurial competencies is for measuring such competencies. It is an essential to 
observe here that various researchers have taken the approaches for measu1ing 
competencies which are varied and also underpinned by distinct assumptions 
(Mitchelmore & Rowley, 2013). 
Most of the researchers are agreed that entrepreneurial competencies are 
multidimensional constructs (Tehseen & Ramayah, 2015). In the literature review of 
the competencies, according to Smith and Morse (2005) that there are two 
comprehensive subject matter in managerial competencies: ( 1) functional 
competencies, like finance and marketing; and (2) organizational competencies, like 
the skills related to motivating and organizing, leadership and personal skills. 
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However, the large number of collections of competencies are involved in developing 
the frameworks in other studies. For example, it is suggested by Reuber and Fischer 
(1994) that there are 16 areas of skills and expertise include strategic planning and 
marketing, general management. Similarly, 25 competency scales are developed by 
Orser and Riding (2003), which are clustered into 9 functional areas. According to 
(Man, Lau and Chan, 2002) identified 6 competency areas under entrepreneurial 
competencies theme based on review of the previous empirical studies. Baum, Locke, 
and Smith (2001) identified multiple entrepreneurial competencies, whilst, Man 
(200 I ) also described the various areas of the entrepreneurial competencies. Moreover, 
the most inspiring study for our purposes is that conducted by Ahmed (2007), twelve 
different dimensions are used for measuring the entrepreneurial competencies. More 
precisely, entrepreneurial competencies are known as important to business 
perfonnance, Accordingly, there is a dire need for futther exploration of the unique 
competencies exercised by entrepreneurs (Mitchelmore & Rowley, 20 I 3; 
Brinck.mann, 2008). 
In the context of the current study, entrepreneurial competencies are well-defined as 
individual characteristics that include both behaviors and attitudes, which pe1mit 
entrepreneurs to attain and maintain high level of performance. Precisely in the present 
study, entrepreneurial competencies are included of the entrepreneur's skills, self-
image, motives, traits, knowledge, attitudes and behaviours (Ahmed.2007; Boyatzis, 
1982; Brophy & Kiely, 2002). 
For measuring the entrepreneurial competencies, therefore, the study proposed 
different dimensions, namely strategic competency, commitment competency, 
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conceptual competency, organizing and leading competency, opportunity competency, 
relationship competency, learning competency, personal competency, technical 
competency, familism competency, ethical competency and social responsibility 
competency adopted from Ahmed (2007) considered in this study. The discussions 
regarding each dimension of the entrepreneurial competencies are presented in the 
following section. 
2.7.2 Dimensions of Entrepreneurial Competencies 
The dimensions of entrepreneurial competencies are adopted from Ahmed (2007) 
involves different dimensions namely, strategic competency, commitment 
competency, conceptual competency, opportunity competency, organizing and leading 
competency, relationship competency, teaming competency, personal competency, 
technical competency, ethical competency, familism competency and social 
responsibility competency. It is important to know about in detail of each competency 
area for understanding the related behaviors with every competency area (Mohsin et 
al., 2017) . They are discussed as follows: 
2.7.2.1 Strategic Competency 
It is stated that vision, strategy, plans, Ideas set goals and standards, are developed by 
Strategic competency (Sarwoko et al., 2013). Strategic competency is related with the 
creating, assessing and implementing the strategies for the finn (Man et al., 2002). It 
is suggested that in a highly competitive environment managing change is considered 
as a component of strategic competency that can be linked with the finn perfo1mance 
(Kabir et al., 2017; Thompson & Richardson, 1996). 
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Moreover, strategic competency arises from the strategic thinking which shows the 
finn 's leader ability to take effective strategic action as well as formulate the future 
vision which needs to think beyond daily routine operations (Ahmad et al. , 20 I 0a; 
Stonehouse & Pemberton, 2002). In continuation, strategic vision pennits the 
entrepreneurs to think and take timely effective decisions which are strategically 
impo11ant and such strategical actions give the competitive advantage over the 
competitors. In the same manner, the overall picture of fom goals reflect how the firm 
is going to compete and for the achieving of such set goals the entrepreneurs develop 
the appropriate strategies. Firms resources and capabilities are linked by such 
strategies and perform as a bridge for gaining the competitive advantage (Ahmad et 
al., 2010a; Parnell, Lester & Menefee, 2000). 
In the dynamic environment when there is misfit among external demand and fi1111s' 
resources then firms should often strategically reorganize as well as adjust their 
operations of the businesses to overcome the uncertainty. As such, strategic 
competency also permits the entrepreneurs to change the operations of the finns to 
meet the cunent prevailing demand of the business (Arunad et al., 201 0a). In brief, 
strategic competency is an essential component of entreprenemial competencies 
(Mohsin et al., 2017), and therefore, included as one of the entrepreneurial 
competencies dimensions in this study. 
2.7.2.2 Commitment Competency 
It is stated that commitment competency is known as the capacity to make an impact, 
high motivation to compete, drive and dedication (Saiwoko et al., 2013 ). In addition, 
commitment competency is "a competency that drives the entrepreneur to move ahead 
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with the business" (Man et al., 2002). The preparedness to continue through time is 
the other component of this competency (Ahmed, 2007). Commitment competency 
refers as commit to personal goals, sustain effort, resta11 after failure and commit to 
long te1m goals (Ahmad et al., 201 0a). Neve11heless, the study opts to include 
commitment competency as one of the elements of the entrepreneurial competencies. 
2.7.2.3 Conceptual Competency 
Conceptual competency refers as the skills of timely decision-making and determines 
think analytically, capacity to reduce risks, be innovative, having cognitive ability, 
show reasoning, ability to evaluate risks and be creative (Sarwoko et al., 2013). It is 
described that this area comprises of different conceptual abilities that are reflected by 
the entrepreneurs in their behaviors (Man et al, 2002). Like as observing and 
understanding complex information, risk taking, decision skills and innovativeness. 
However, (Tehseen & Ramayah, 2015) described that conceptual competency is all 
about the mental capability and recognize for the coordination of all types of business 
activities. This area of competency can be categorized into analytical as well as 
innovative domains identified by Man (2001 ). In this study, these two parts have been 
collected into conceptual competency, that reflects the Ahmed (2007) entrepreneurial 
competencies model. 
Furthermore, it is argued that this competency is associated with the capacity to think 
out of the box which is considered for developing new ideas, new patterns of thinking 
and concepts which are different from normal ways of doing (Ahmad et al., 201 Oa; 
Michalko, 2000). Similarly, to think and to do things differently, create values in new 
ways through new and novel ideas all these are done by entrepreneurs through this 
87 
competency (Thompson, Stua1t & Lindsay, 1997). The analytically thinking depends 
on the conceptual abilities which is required to overcome the uncertainty (Ahmad et 
al., 201 0a; Bird, 1995). It is strongly argued by Man and Lau (2000) that entrepreneur's 
conceptual abilities like decision-making, innovating, analyzing, problem solving, and 
risk taking are reflected by the conceptual competency. The innovative and creative 
characteristics of this competency empower the entrepreneurs to deal with the 
unce1tainties, risks and opportunities in a better way. In a nutshell, particularly those 
entrepreneurs who are functioning in SME sector, meet various situations that needed 
conceptual competency to take timely decisions, therefore survival and success of the 
business is depend on the high level of conceptual abilities (Ahmad et al., 201 0a). 
Above discussion, justifies the significant role of conceptual competency to be 
included as one the dimensions of entrepreneurial competencies in the study. 
2.7.2.4 Opportunity Competency 
It is another impo1tant competency, opportunity competency is conceptualized as the 
ability to capture opportunity, ability to recognize opportunity, ability to identify 
customers need (Sarwoko et al., 2013). Similarly, this competency is all about the 
recognition of the prevailing oppottunities in the business market (Man et al., 2002). 
Through different behaviors this competency is operationalized like looking for 
valuable product and services for the customers, gain the best opportunities, 
identifying the unmet needs of the buyers, finding the customers desired products or 
services (Ahmed, 2007). It is argued by De koning (2003) that the entrepreneur's 
ability to assess, develop, explore and seek better prevailing opportunities in markets 
is associated with the opportunity development. According to (Kabir et al., 2017; 
Allison, Chell, &Hayes, 2000) that the entrepreneurs can see or identify the 
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opportunities where others ignore or cannot do so that 1s why this rs the main 
characteristics of the entrepreneurs. 
Additionally, the high valued opportunities encourage the entrepreneurs to establish 
firm and take the risks and then to spin these valuable opportunities into positive result. 
It was described that the relevant opportunities are required for the growth of the firms 
(Snell and Lau, 1994). According to (Ahmad et al., 201 0a; Choi and Shepherd, 2004) 
it is important for the entrepreneurs to involve in a nonstop search for services and 
products that can be added the value for the customers because the knowledge of 
entrepreneurs regarding customer needs decide how to achieve the opportunities. In 
this current study, opportunity competency includes as one of the core elements of 
entrepreneurial competencies. 
2.7.2.5 Organizing and leading competency: 
Organizing and leading competency refer as abjlity to plan and schedule work, lead, 
prepare budget, direct, motivate and develop program (Sarwoko et al., 2013). 
Entrepreneurs are considered as the owner of a finn, so that there are different 
important actions are taken by the entrepreneurs in various functional areas to handle 
the any situation. In addition, entrepreneurs are responsible for planning and 
organizing the different resources in the firm (Chandler and Hanks, 1994). In most of 
the SMEs sector, firm owners have direct deal with the employees, as a result 
organizing and leading competency allows the entrepreneurs to reduce the high failure 
rate of SMEs (Ahmad et al., 2010a). In short, this study concludes organizing and 
leading competency as one of the entrepreneurial competencies due to its imp011ant 
role in the small firms. 
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2.7.2.6 Relationship competency 
It is stated that relationship competency is about to influence and gain support from 
others. This competency refers as ability to develop the good interpersonal relationship 
among different business players (Sarwoko et al., 2013). In today competitive business 
situation, it is essential for entrepreneurs to deal in efficient way with different market 
persons such as competitors, employees, government authorities, suppliers, customers 
and other stakeholders. Entrepreneurs get access to the information and other useful 
resources through relation with different set of individuals (Mohsin et al., 2017; 
Jenssen and Greve, 2002). It is suggested entrepreneurial networks are important for 
the small fom to gain support from the others (Ramsden and Bennett, 2005) such as 
suppliers, research and training institutes and government bodies (Ritter and 
Gemunden, 2004). Entrepreneurs should develop the relationship with other market 
players for securing the lucrative business deal. In addition, small foms grow on the 
basis of entrepreneurial bonding with the stakeholders (Ahmad et al.,2010a). 
Therefore, it is considered that networks or linkages are the key elements of the 
entrepreneurship for its successful development. Business networks stimulate 
entrepreneurship (Kregar & Antoncic, 2014). Thus, relationship competency 1s 
included as one of the entrepreneurial competencies in the present study. 
2.7.2.7 Learning Competency 
ln today business environment learning competency has importance, and this 
competency refers the ability of the entrepreneurs to learn proactively, and also learn 
through different sources and ways such type of act enhances the entrepreneur·s 
knowledge regarding the market (Man, 2001). In addition, learning competency is all 
about learn as much as one can in any field, so that learning is an ongoing process and 
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entrepreneurs should be learned from various means and upgrade the knowledge in 
relevant field, and practically applied in the actual practices (Sarwoko et al., 2013 ). 
Due to the turbulence in present business environment, the entrepreneurs are required 
the learning competency to overcome the impact of changing environment (Tehseen 
& Ramayah, 2015; Deakins & Freel, 1998). Therefore, it stated that learning is an 
important for the entrepreneurs to build the knowledge and minimize the risks as well 
as uncertainty (Ward, 2004). Nevertheless, the study opts to include learning 
competency as one of the elements of the entrepreneurial competencies. 
2.7.2.8 Personal Competency 
Personal Competency refers to motivate myself to perform highly, respond to 
constructive criticism, to manage own career development, to maintain a higher level 
of energy, priorities tasks to manage time, recognizing the strengths and weaknesses 
and then match them with threats and oppo1tunities (Sarwoko et al., 2013). 
This competency identifies own (individual) short comings and work on their 
improvements (Man, 2001 ). In the light of literature review, it is described that this 
competency has related with the performance of the business. For instance, it may 
include stress tolerance and self-control (Tehseen & Ramayah, 2015; Markman& 
Baron, 1998), self-motivation (Ahmad et al.,201 0a;Martin and Staines, 1994) and self-
management (Ahmad et al., 2010a;Winterton, 2002), self-belief and determination 
(Tehseen & Ramayah, 2015; Thompson,Stuart & Lindsay, 1997). Thus, personal 
competency is viewed as the key resource of the firm and perfo1mance depend on the 
application of this skill (Ahmad, 2007). 
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Moreover, personality traits are associated with these competencies. Such type of 
competency may provide assistance to the entrepreneurs for enhancing the personal 
strengths to control and handle the small businesses (Ahmad et al., 201 0a). In this 
competency, a number of personality aspects and attitude are included which are 
associated with the film performance (Tehseen & Ramayah, 2015). According to 
Ahmed (2007), high pe1formance in this domain assists entrepreneurs to handle their 
business challenges. Thus, personal competency is included as one of the 
entrepreneurial competencies in the present study. 
2.7.2.9 Technical competency 
It is argued that technical competency is another important competency area which is 
defined as the ability to use technical skills which are related to the existing business 
(Ahmad et al.,201 0a; Ma1tin and Staines, 1994). This competency includes knowledge 
of instruments, techniques and the functioning of tools, machines. It has observed that 
technical competency is required for the fulfillment of functional role of entrepreneurs 
which leads toward finn performance (Chandler and Hanks, 1994). According to 
Ahmed (2007) technical competency is cited as vital area of skill for success of the 
entrepreneurs and also reported that this competency is important for those business 
owners who managed the small firms independently. 
Consistent with the arguments, Baum (1995) has highlighted the importance and the 
requirement of technical competency for the entrepreneurs to run successful ventures. 
Moreover, it has been argued that it is essential for the entrepreneurs to have technical 
know-how or technical knowledge about their businesses (Winterton, 2002). Although 
the business owners are not deal directly with the instruments but the technical skills 
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and knowledge know how is necessary for understanding and run the successful 
business operations (Ahmad et al., 2010a). In brief, this study includes technical 
competency as one of the entrepreneurial competencies dimensions in small firms' 
context. 
2.7.2.10 Ethical Competency 
Another important dimension of entrepreneurial competencies domain is ethical 
competency. It is described that ethics is the pillar of corporate life and integral 
element of this competency framework as well (Tehseen & Ramayah, 2015; O1me & 
Ashton, 2003). This competency characterizes the ability of morality and integrity in 
the business deals (Ahmad, 2007). Ethical competency enables the entrepreneurs to 
provide product and services at reasonable prices and be responsible for own practices. 
When individual actions are consistent and apply in all business situations based on 
the individual ethics (Orme & Ashton, 2003). 
In modem era, it is believed that ethical practices have significant impact on business 
perfo1mance and also have long term return (Zairi & Peter, 2002). It is supposed that 
good ethics generate benefits for the firm and also there is rise in interest to be ethical 
in business (Ahmed, 2007; Spence & Rutherfoord, 2001). Similarly, goodwill of the 
firm reflects from the the good ethical behaviour which a finn portrays to general 
public (Tehseen & Ramayah, 2015; Jones, 2001). In brief, ethical competency is an 
essential component of entrepreneurial competencies, and therefore, included as one 
of the entrepreneurial competencies dimensions for the small films in this study. 
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2.7.2.11 Familism Competency 
Familism competency, as one of the entrepreneurial competencies. Familism is about 
the relationships within family and/or between other members are managed by such 
social norms (Tehseen& Ramayah, 2015). In familism, individuals are committed and 
loyal towards his or her own group and also it links kin members to one another (Ho, 
Ahmad & Thurasamy, 2014). It is identified by Ahmad (2007) that familism reflect in 
the behaviours of entrepreneurs of Malaysia. It is also found that the entrepreneurs 
from Malaysia regarded their close associates and family members are important for 
firm performance. It is specified that sharing knowledge and firm resources with the 
close associates and advice from the family members are regarded as essential element 
in Malaysian entrepreneurs to overcome the difficulties in dealing the businesses and 
also seek help from their trusted employees (Ahmed, 2007). Hence, it is argued that 
element of tmst in business networks and also in its internal structure is developed 
through the assistance of familism (Tehseen & Ramayah, 2015; Wijaya, 2008). To this 
end, familism competency to be included as one of the dimensions of entrepreneurial 
competencies for the small firms in the study. 
2.7.2.12 Social Responsibility Competency 
In modem social era social responsibility is regarded as central in the modern business 
environment. Social responsibility competency is referring as "the positive activities a 
company undertakes in the society in which it operates" including responsibility 
towards public, employees and customers (Ahmed, 2007; Fulop, His1ich & 
Szegedi,2000). These "positive activities" are demonstrated by the entrepreneurial 
behaviours and categorised as Social Responsibility Competency (Ahmed, 2007). 
Moreover, large businesses are acknowledged the significance of social responsibility 
94 
in business activities. In the same manner, it is argued by Fulop et al. (2000) that there 
is also an increasing social commitment in small firms compare to large fitms. Thus, 
social responsibility competency is included as one of the entrepreneurial 
competencies for the small firms in the present study. 
2.7.3 Relationship Between Entrepreneurial Competencies and Small Firm 
Performance 
The extensive review of literature about entrepreneurship has emphasized on the 
dynamic role of the entrepreneurs for the growth of SMEs sector. Through the 
innovative actions and creative activities an entrepreneur establishes and make 
progress in the business by launching new products or services, and also make some 
changes or improve the existing procedures of production or service. Thus, the 
entrepreneurial competencies significantly related with the firm perfo1mance and also 
helpful for gaining the sustainable competitive advantage (Tehseen & Ramayah, 2015; 
Man, Lau & Chan, 2002). 
It is highly regarded that the perfo,mance of the small and medium firms determined 
by the entrepreneurial competencies. The unique characteristics and the management 
structure of the small firms positioning the entrepreneurs in an important place for 
business operation (Mitchelmore & Rowley, 2013; Capaldo, Iandoli & Ponsiglione, 
2004; Bird, 1995). Moreover, some of the researchers have recommended that there is 
dire need for understanding the competencies which are exercised by the entrepreneurs 
that drive the small business performance (Mitchelrnore & Rowley, 2013; Low and 
MacMillan, 1988). 
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It is strongly argued by (Minai et al., 2014) that the entrepreneurial firms have unique 
features and usually small businesses are informal and flexible in their structure. 
Further, they suggested that the small fitm performance much depend upon the 
competencies of the entrepreneurs. Therefore, it is also stated that small foms are 
related with individual human beings which have unique and different competencies 
that can be utilized for successful business operations. 
In the context of entrepreneurship, it is stated that firm birth, survival and long run 
performance is linked with the competencies of the entrepreneurs (Tehseen & 
Ramayah, 2015; Colombo & Grilli, 2005; Baum et al., 2001). It is quite evident from 
the different research studies that firm performance, growth and profitability are raised 
from the entrepreneurial skills (Ca1ter & Tamayo, 2017; Lerner & Almor, 2002; Bird, 
1995; Cooper, Gimeno-Gascon & Woo, 1994; Chandler & Jansen, 1992). Furthermore, 
(Mitchel more & Rowley, 2010) highlights the impo1tance as well as the effect of 
competencies on the firm performance. For example, the entrepreneurs always 
searching the best opportunities for the betterment of their firms . In addition, firm 
strategy is designed through management competencies of the entrepreneurs that best 
suit for attaining the high perfo1mance level. 
Some of the previous studies have highlighted the importance of understanding of 
entrepreneurial competencies regarding film performance. Bird (1995) stated that the 
quality of the actions of the entrepreneurs is refer as competency that increase the 
venture performance. For understanding the importance of the entrepreneurial 
competencies, Chandler &Jansen (1992) are clustered them into three basic roles of 
the entrepreneurs and different skills are such as managerial skills, entrepreneurial 
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skills and technical skills are related with these roles which design the firm 
performance. Thus, they found that firm performance is achieved by the competencies 
of the entrepreneurs. Similarly, according to (Man et al., 2002) entrepreneurial 
competencies effect significantly to small firm perfo1mance. 
Fm1hermore, Freel ( 1999) stated that different insufficiencies of management like 
deficiency in functional expe11ise, insufficient marketing and lack of planning within 
small finns are related with small businesses failure. But on the other hand, there are 
dynamic management skills such as charismatic leadership, self -motivated, self-
confidence, innovativeness, personal qualities and risk-taking abilities which all are 
vital for the small firm performance (Martin & Staines, 1994 ). There are different 
areas of entrepreneurial competencies indicated by Man et al. (2002) wh ich are 
personal, strategic, relationship, opportunity, human, commitment, innovative, 
learning, analytical, and operational competencies. Fm1her, it is argued that these 
competencies have both direct as well as indirect effect on fom performance. When 
firm entered from one stage to another stage of the development then entrepreneurs 
required to keep changing (Lewis &Churchill, 1983). Hence, it is important to 
understand the entrepreneurial skills which are suited for the pai1icular stage that raise 
the performance level of the firm (Tehseen & Ramayah, 2015; Mitchelmore, & 
Rowley, 2010). 
In continuation, it is noted that in both stable and dynamic environmental business 
situation, the entrepreneurial competencies predict as well as strongly impact on firm 
performance. Moreover, competencies of the owner/manager determined the small 
firm performance. Thus, recognition of the entrepreneur role provides a better 
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understanding about which competencies are required by the entrepreneurs for the 
survival and superior firm performance (Sarwoko et al. , 2013). 
Various strategies are designed by the entrepreneurs that permit them to avail the 
existing oppo1tunities and convert into profitable results (Stokes, 2006). In the same 
manner, entrepreneurs are required to take risks during exploring the oppo1tunities 
(Muzychenko & Saee, 2004). It is identified that entrepreneurs do not act blindly to 
counter the risks, actually they learn a lot from their environment (Stokes and 
Blackbum, 2002), and from other people (Harrison and Leitch, 2005) that is why 
entrepreneurs act efficiently to overcome the obstacles. When decisions are taken, then 
entrepreneurs are committed to accomplish their goals as well as objectives, and this 
needs to integrate the firm resources properly, and at times devise new ways of doing 
things (Ahmad et al. , 20 l Ob; Zhao, 2005). 
Therefore, many studies had investigated the effects of entrepreneurial competencies 
on small and medium firm's performance in different sectors of the economy. The 
comprehensive review of the literature, reveals that the competencies of the 
entrepreneurs are intangible as well as valuable resource of the firm that determine the 
firm performance (Kabir et al., 2017). According to the conceptual study of 
(Mitchelmore & Rowley, 2010) growth of the small firm can be seen through the lens 
of entrepreneurial competencies. Fuithermore, (Mitchel more & Rowley, 20 l 0) 
highlighted the extensive review of the literature review regarding entrepreneurial 
competencies in order to attain firm performance. In the light of above argument, 
(Ahmad et al., 2010a) proposed that there is direct relationship between 
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entrepreneurial competency and small and medium finn performance and consider that 
entrepreneurs hold different roles to manage their films. 
Consistent with the above discussion, Mitchelmore & Rowley (2013) carried out an 
empirical study aiming at investigating the impact of entrepreneurial competencies on 
firm performance. This research was conducted in England and Wales and used 
questionnaire-based survey and respondents were the entrepreneurs. Particularly, in 
this study the four main groups of competencies were acknowledged. This study 
reported that entrepreneurial competencies have significant influence on fi1111 
performance. 
Sanchez (2012) also conducted research to study the effect of entrepreneurial 
competencies on the small firm perfonnance and develop a causal model. Spanish 
entrepreneurs were the respondents in this study and data collected from them. Finally, 
conclude in the light of result that entrepreneurial competencies have a significant 
impact on firm performance. 
Moreover, Laguna, Wiechetek & Talik (2012) conducted a research with the aim to 
describe that how small and medium firm performance is associated with specific as 
well as general entrepreneurial competencies. In this study 264 managers of small and 
medium finns were respondents and sample drawn from five European countries 
(Belgium, Poland, Portugal, Spain and Slovenia). The result of the study indicates that 
entrepreneur's competencies have a significantly related with business performance. 
99 
Furthermore, (Ahmad et al.,2010b) carried out an empirical study to examine the 
relationship among the competencies of the entrepreneurs and firm performance. In 
this study context, 212 owner/manager of Malaysian small and medium firms were 
included. For testing the proposed model, the structural equation modeling (SEM) 
procedure was used. The results showed that firm performance is dete1mined by 
entrepreneurial competencies. 
In addition, Gerli, Gubitta & Tognazzo (2011) investigate the impact of the individual 
competencies of the entrepreneurs on firm performance. And the Italian entrepreneurs 
of small and medium firms are respondents in this study. In order to answer these 
research questions, we collected a set of data on a sample of 97 entrepreneurs, whose 
firms are located in the North-east of Italy, which is one of the most industrialized part 
of Italy. In summary, the results support that the entrepreneur' s competencies 
determine finn performance. 
The above review suggests that the competencies of the entrepreneurs are cluster of 
different elements that are found in the background of the person (self-image, attitudes, 
personality, traits and social role); and strong predictors of SMEs performance (Ahmad 
et al.,2010b). It is strongly argued by (Mitchelmore & Rowley, 2010) that 
entrepreneurial competencies are needed by entrepreneurs for achieving the target 
goals in a better way. 
Referring to entrepreneurial competencies literature, however, some of the previous 
studies on the relationship among entreprenewial characteristics and firm perfo1mance 
have produced mixed and weak findings (Fenwick and Strombom, 1998; Chandler and 
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Hanks, 1994; Reuber and Fisher, 1994; Cooper, 1993). Similarly, the studies of Lopa 
and Bose (2014); Narkhede, Nehete, Raut and Mahajan (2014); Man, Lau & Snape 
(2008) indicated that the entrepreneurial skills were not significantly related with fom 
performance of SMEs. 
Therefore, many researchers in the domain of entrepreneurship have analyzed the 
entrepreneurial competencies in developed states (Brinckmann, Salomo and 
Gemuenden, 2011 ). However, in developing economies there is a gap in the 
knowledge base related to the specific competencies of the entrepreneurs (Solesvik, 
2012). It is intended that there is a need for further investigation of the various 
entrepreneurial competencies effect on firm performance (Mitchelmore & Rowley, 
20 I 0). Thus, there is dire need for further investigation of the unique competencies 
that are exercised by entrepreneurs (Mitchelmore & Rowley, 2013; Brinckmann, 
2008). 
Therefore, the relationship among entrepreneurial competencies and small finn 
performance is questionable because of the inconsistent findings of studies related to 
this relationship. Therefore, examining the impact of entrepreneurial competencies, as 
a multidimensional construct, on the performance of small fom is needed which 
provides new insight to the literature. Thus, this study considers entrepreneurial 
competencies as the independent variable and multidimensional construct, to affect the 
small finn performance. Specifically, th.is study intends to examine the impact of each 
dimension of entrepreneurial competencies, namely strategic competency, 
commitment competency, conceptual competency, opportunity competency, 
organizing and leading competency, relationship competency, learning competency, 
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personal competency, technical competency, ethical competency, familism 
competency and social responsibility competency on the performance of small finn. 
2.8 Review on Positioning Dynamic Capabilities as the Mediating Variable 
2.8.1 The Concept of Dynamic Capabilities 
In today turbulent business environment, it is highly regarded that entrepreneurs as 
well as managers are the key agents to bring change, when the external environment 
is unpredictable or rapidly change then dynamic capabilities considered as the most 
valuable (Zahra, Sapienza & Davidsson, 2006). The high order capabilities that deal 
with the change called dynamic capabilities (Protogerou et al., 2012). 
The dynamic capability tenn is defined as the ability of the fom to build, reconfigure 
and integrate its internal as well as external competencies in order to deal with rapid 
changing environment. In this sense, the concept is an integrative mechanism for finn 
to reconfigure and integrate their existing resources and competencies in order to make 
a firm outperform comparatively to competitors in rapid changing business 
environment (Teece, Pisano & Shuen, 1997); Similarly, Dynamic capabilities (DCs), 
conceptualizd as 'the firm's ability to reconfigure, integrate and coordinate, the 
internal as well as external competencies to address rapid turbulence in the business 
environments (Teece et al., 1997).Consequently, dynamic capabilities are fundamental 
to firm performance (Wang, Senaratne & Rafiq, 2015). 
In continuation, Teece (2007) highlighted that sense the environment and take the 
opportunities further rea1nnge the existing resources in a better way to enhance the 
performance level. Consequently, it is perceived by Teece (2007) and the previous 
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conceptualization of the paradigm by Teece et al. ( 1997) that competitive advantage 
in unpredictable and turbulent business condition is derived through dynamic 
capabilities. 
Different researchers have acknowledged that the idea of dynamic capabilities was 
initiated from the spirit of the work of Schumpeter in 1934 (Camison & Monfort-Mir, 
2012; Pavlou & Sawy, 20 l I). The Schumpeterian view hypothesized that the 
fundamental structure of the firm is develop by the capabilities, that control the 
environmental changes and determine performance (Makkonen, Pohjola, 
Olkkonen&Koponen,2014). Therefore, the view suggested that the ideal 
amalgamation of new knowledge and resources of the firms into formation of new 
operational capabilities that are the base of dynamic capabilities (Makkonen et 
al.,2014; .Tiao, Alon, Koo& Cui,2013). The concept of dynamic capabilities has well 
developed in the literature and consequently received the different researchers' 
attention (Pavlou & EI Sawy, 2011). 
Furthermore, it is stated that dynamic capabilities have been conceptualize as the 
firm's strategic routines in which managers recombine, build and integrate the 
resources in order to gain high level of performance (Eisenhardt & Martin, 2000). 
Dynamic capabilities are also stable pattern of coJiective activities in which a fitm 
systematically creates and adjusts its operating routines for improving the 
effectiveness (Winter, 2003). It is stated that enterprises with strong dynamic 
capabilities are strongly entrepreneurial (Teece, 2007). Entrepreneurial fitms 
discover, creat, define, and avail the opportunities frequently well ahead of their 
competitors (Zahra et al., 2006; Sathe, 2003). So, that, the drivers of the restructuring 
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of existing resources are considered as dynamic capabilities to increase finn 
performance (Teece, 2007). 
In turbulent business environments decision is challenging because rapid actions are 
needed from managers (Carlsson & El Sawy, 2008). ln the line of (Teece et al., 1997) 
arguments regarding turbulent environments, the capability of reconfiguring, build 
and integrating the internal as well as external competencies to address the 
environmental changes rapidly are viewed as dynamic capabilities for dealing the 
turbulent environments. But, it is vital to differentiate among dynamic capabilities and 
operational capabilities. According to Winter (2003) capabilities are considered as 
collections of routines. Furthermore, Winter explained that capabilities are described 
as collection of high level and learned behaviors that film possess to perform better on 
basis of capabilities. Although both capabilities are regarded as collections of routines, 
but dynamic capabilities are viewed as the ability to change and reconfigure, while 
operational capabilities represent the ability to "make a daily living" (Winter, 2003). 
It is well known that zero order or zero level capabilities are named as operational 
capabilities of the organization. Further, organizational operational capabilities are 
exercised to perfo1m day to day activities and it also refer how an organization uses its 
existing resources to sell the same product, to the same customers, on the same scale 
(Winter, 2003, p. 991 ). Furthermore, first order capabilities are called dynamic 
capabilities because they concern to purposefully changing the product, the scale, the 
production process or the markets performed by a firm (Winter, 2003). 
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It is believed that when an organization is fully equipped with dynamic capabilities 
then it can reconfigure, build and integrate its internal as well as external firm-specific 
capabilities in reply to its turbulent environment. While operational capabilities have 
concerned with efficient exploitation of current existing available resources, and the 
dynamic capabilities describe as to efficient execution and exploration of new 
prospects and opportunities (March, 1991). Similarly, Collis (1994) described that 
dynamic capabilities carried out modification in operational capabilities by 
rearranging them and design them according to requirement of the environment. 
According to Winter (2003) and Teece (2007) dynamic capabilities are viewed as those 
capabilities that rearrange and modify cuJTent operational capabilities into new ones 
that better counter the environmental turbulence or change. 
From this understanding, Pavlou and EI Sawy (2011) defined operational capability as 
the fom ability to perform routine wise/ daily activities. Dynamic capabilities on the 
other hand, have been conceptualized as the ability of a firm in reconfiguring 
operational capabilities by sensing the environment needs and opportunities, 
integrating the existing capabilities with the n ew knowledge, and deploying resources 
and activities in reconfiguring capabilities that will satisfy such needs. 
Thus, the present study draws on the concept of dynamic capabilities as antecedents 
of firm performance based on the work of Teece (2007), Eisenhardt and Martin (2000) 
as well as Teece et al. ( 1997). 
For the measurement of dynamic capabilities, many scholars effort to describe 
different but related phases or processes of dynamic capabilities (Nieves and Haller, 
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2014). It is observed that dynamic capability has been considered simply as a single 
construct or few dimensions of dynamic capability like marketing capabilities and R 
and D capabilities are analyzed (Hsu and Sabherwal, 2012; Hsu and Wang, 2012). 
Moreover, three dimensions of dynamic capabilities are considered by Li and Liu 
(2014) such as change implementation capacity, timely decision-making capacity as 
well as strategic sense-making capacity. 
In addition, two dimensions of knowledge management dynamic capabilities are 
viewed by Villar et al. (2014) like as intemal knowledge development as well as 
external knowledge integration. In the same manner, there are two dimensions of 
dynamic capabilities are proposed by Tseng and Lee (2014) integrating capabilities 
and sensing capabilities. Fu1iher, Denford (2013) viewed dynamic capabilities into 
integrating, reconfigming and creating. In continuation, Pavlou and EI Sawy (2011 ), 
who established the model of dynamic capabilities that includes four basic dimensions 
or phases (i.e., sensing, learning, integrating and coordinating). However, Singh and 
Rao (2016) conceptualize dynamic capabilities as integrating capability, learning 
capability, reconfiguration capability and alliance management capability. 
The approach to conceptualize the dynamic capabilities is to commence and expand 
the model of the dynamic capabilities of Pavlou and EI Sawy (2011) and Singh and 
Rao (2016). The two dimensions not available in each model that is why both are 
combined, and thus, enhance the dynamic capabilities dimensions. 
However, the more comprehensive categorization that suited the need for this study 
is based on plior literature this research conceptualizes dynamic capability as firm's 
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capability to sense, learn, integrate, manage alliances, reconfigure and coordinate 
resource base to address the changing business conditions. Dynamic capabilities that 
comprises different basic phases or dimensions (i.e., sensing capability, learning 
capability, integrating capability, alliance management capability, reconfiguration 
capability and coordinating capability). Dynamic capabilities dimensions comprise a 
pool of capabilities and their interaction in a logical sequence in reconfiguring existing 
firm's knowledge assets to address firms' environmental changes (Nieves and Haller, 
2014). 
2.8.2 Dimensions of Dynamic Capabilities 
Dynamic capabilities are conceptualizing as a high-order construct (Wang et al., 2015). 
The dynamic capabilities construct embrace six dimensions as adopted from Singh and 
Rao (2016), Pavlou and EI Sawy (2011) namely, sensing capability, learning 
capability, integrating capability, alliance management capability, reconfiguration 
capability and coordinating capability. These dimensions are discussed as follows: 
2.8.2.1 Sensing Capability 
In the context of entrepreneurship understanding and sensing of opportunities and 
finding novel avenues for seizing the opportunities. It is important to coordinate and 
assemble the vru:ious elements for sensing the business prospects. This capability is 
about first sensing and then seizing the best opportunity. It is viewed that entrepreneurs 
come with new ideas and start a new firm or upgraded the existing products and 
services. In continuation, such actions are clearly entrepreneurial, but the functions of 
entrepreneurial management are rooted in dynamic capabilities for initiating the 
activities (Teece, 2007). 
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Sensing capability is viewed as "the firm 's ability to pursue, interpret, and to spot the 
environmental opportunities" (Nieves & Haller, 2014). Moreover, it is stated that for 
sensing and seizing the opportunities of the environment, reconfiguration is needed for 
the observation of new market scope and technologies (Pavlou & EI Sawy, 2011). 
Consistent with the above argument, it is highlighted by Teece et al. ( 1997) that a finn 
ability to build and integrate elements to counter and control the rapid changes depends 
on finn ability to scan the environment, evaluate the situation of markets and rivals, 
and complete reconfiguration very fast to get advantages over market competitors. 
Furthermore, Teece (2007) argued that in order to recognize and design new 
opportunities, a firm must constantly explore, scan and search across the markets and 
technologies in both local as well as international markets. He further argued that this 
activity is not limited to research, probing and re-probing technologies possibilities 
and customer needs. But also, to understand the talent demand, structural evolution of 
firms and markets, moreover suppliers and competitor's responses. 
2.8.2.2 Learning Capability 
Learning capability is a very important process (Protogerou et al., 2011 ). Leaming 
capability is defined as the firm ' s ability to remodel the existing operational 
capabilities with new knowledge (Pavlou & EI Sawy,2011). It is argued that learning 
and sensing capabilities are different capabilities because learning efforts for using 
market intelligence to generate new knowledge and sensing emphasis accumulate the 
new market intelligence (Pavlou & EI Sawy, 2011; Hurley & Hult, 1998). When an 
entrepreneur identified the new and novel market opportunity, then it is required to 
avail the existing opportunity with the new products and services, further for this 
purpose it is highly needed to reshape or remodel the existing operational capabilities 
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with new skills, learning and knowledge (Teece, 2007). Therefore, the new learning 
capability dimension or phase of dynamic capabilities proposed by Pavlou and EI 
Sawy (2011) built on this conceptualization (i.e., absorptive capacity) as earlier 
developed by Zahra and George (2002). 
There are four underlying components of the learning capability such as exploiting 
knowledge acquiring, transfonning and assimilating. In addition, exploiting 
knowledge relates to follow new initiatives, availing oppo1tunities with learning 
through redesign operational capabilities. Acquiring knowledge is viewed as to 
obtaining new knowledge. Assimilating knowledge tells about knowledge integration. 
Finally, transforming knowledge is about creative new thinking and problem-solving 
through innovative ways (Pavlou& EI Sawy, 2011). 
Leaming processes are dynamic and multilevel (Protogerou et al.,201 I). Moreover, it 
is suggested by Cohen and Levinthal (1990) that learning process help out the groups 
for becoming more active by increasing their "creative capacity." Further Van den 
Bosch, Volberda & De Boer (1999) stated that innovation and reconfiguration are 
regarded by learning facilities. Thus, learning is projected as facilitator of 
reconfiguration by redesign and remodel the existing operational capabilities (Zollo & 
Winter, 2002). 
2.8.2.3 Integrating Capability 
It is another important component of dynamic capabilities. This capability is defined 
as "the ability of the firm to combine individual knowledge into the new operational 
capabilities" (Nieves & Haller, 2014; Pavlou & EI Sawy, 201 I). Moreover, Pavlou & 
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EI Sawy (2011) identified that reconfiguration depend on integration of new resources. 
That is why, a collective logic and shared interaction patterns are required by the 
reconfiguratjon of existing operational capabilities. As the new lmowledge shaped by 
learning which is owned by jndividuals, it must be integrated at a collective level. 
Accordingly, Pavlou & EI Sawy (2011) proposed integrating capability from three 
basic components (interrelation of individual inputs, contribution and representation) 
to facilitate reconfiguration. It is viewed that interrelation help out the reconfigured 
operational capabilities. Further, contribution to the unit helps combine and collect 
individual inputs. Finally, representation builds a shared understanding, develop a 
common ground, and establish new plan. It is argued in crncial situation the groups 
with high integrated capabilities can well response. Finally, the building blocks or 
foundation of dynamic capabilities are called the integration of knowledge (Teece, 
2007). 
2.8.2.4 Alliance Management Capability 
Alliance management capability is viewed as a firm ' s ability to effectively manage 
multjple alliances (Rothaerrnel & Deeds, 2006). More precisely, alliance 
management capability views as "the ability to purposefully modify, create and extend 
the firm' s resource base, enhance the resources of its alliance partners" (He I fat et al., 
2007). According to Kale and Singh (2009) that individual's partnership-related 
experiences create learning, new knowledge and foster alliance management 
capabilities. In strategic alliances context, it is described by Otto (2012), Anand and 
Khanna (2000) that alliances know-how associated with former and continuing 
alliance practices enhance learning and ultimately establish learning capabilities. 
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It is suggested that alliances experience identify new avenues and opportunities, 
facilitates information and resource advantage, motivate leaming, avoid mistakes, in 
this way alliance management capability is vital for firm performance (Otto, 2012; 
Kale & Singh, 2009) . Gulati (1999) argued that new resources are taken into the fim1 
from external sources through alliance routines. It is important to mention here that 
there is a positive effect of alliances on entrepreneurial fom performance. The 
advantage of a firm 's alliance management capability is the firm's ability to efficiently 
manage its alliances, as a result which positively influence on its performance 
(Rothaermel & Deeds, 2006). 
2.8.2.5 Reconfiguration Capability 
Reconfiguration capability is an integral element of dynamic capabilities. This 
capability is referred as the transformation and recombination of the prevailing 
resources that empower the firm to adjust the changing market situations (Teece et al., 
1997). It is suggested by Nieves and Haller (2014) that individual knowledge and 
skills boost the learning and reconfiguring capabilities. In the same manner, reviewing 
the individual aspect of knowledge, it is quite evident from different studies that 
learning, integrating, and reconfiguration capabilities of the fim1 are highly dependent 
on the individual knowledge and skills (Singh & Rao, 2016; Hsu and Wang, 2012; 
Augier and Teece, 2009). 
Helfat and Peteraf (2003 ), Iansiti and Clark (1994) mentioned that the new 
configurations of operational capabilities require effective coordination of resources 
and tasks as well as proper arrangement of activities. This is why, coordinating 
capability facilitates reconfiguration by managing resources, activities and tasks to 
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deploy the reconfigured operational capabilities. Thus, the reconfiguration of 
operational capabilities is enabled by the coordinating capability (Pavlou & EI Sawy, 
2011 ). 
2.8.2.6 Coordinating Capability 
The effective coordination of different resources and activities are required for the 
implementation of reconfigured operational capabilities. It is stated that coordination 
capabilities facilitate the finns for the recognition of those resources and capabilities 
which have greater strategic worth in the dynamic competitive environments. A firm's 
coordination capability comprises methods for gathering and interpreting data, 
communicating decisions and information and finally allocations of tasks and 
resources (Protogerou et al., 2011 ). 
More precisely, coordinating capability is defined as the firm ability to coordinate 
and deploy the resources, activities and tasks in the new operational capabilities 
(Nieves &Haller, 2014). The basic components of coordinating capability also design 
on the literature of the dynamic capabilities such as appointing the right person to the 
right task, identifying complementarities and synergies among resources and tasks, 
assigning resources to tasks and arranging collective activities (Pavlou & EI Sawy, 
2011). 
Furthermore, Pavlou & EI Sawy (2011 ) argued that the coordinating capability is 
positively related with the integrating capability because coordination is enhanced by 
sharing the activities. Although, the coordinating and integrating capabilities are 
theoretically and empirically different. In this way, coordination emphasis on 
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ananging individual activities and tasks, integration efforts for building an overall 
understanding and cumulative sense making. Therefore, the reconfiguration of 
operational capabilities is facilitated by the coordinating capability. 
Moreover, Teece et al. (1997) argued that dynamic capability is rooted in different 
ways of coordinating. It is also noted by Quinn and Dutton (2005) that coordination is 
the process individual use to adapt, create and re-create the firms. Hence, coordinating 
capability helps out for the implementation and deployment of the reconfigured 
operational capabilities. 
Finally, In the light of the above discussion of dynamic capabilities, it is noteworthy 
to note that although dynamic capabilities comprise six stages as aforementioned, the 
concept of dynamic capabilities should be considered as one component model. Aminu 
and Mahmood (2015) measured the concept of dynamic capabilities by using different 
dimensions. Aminu and Mahmood (2015) operationalized this construct as one 
component model. This is because all the phases of activities listed are wor.kmg hand 
in hand with another. In other words, all dimensions or phases are interacting with one 
another in a logical sequence in order to reconfigure existing firm 's operational 
capabilities to new ones that better match environmental needs (Nieves & Haller, 
2014). 
2.8.3 Relationship Between Dynamic Capabilities and Small Firm Performance 
Dynamic capabilities are fundamental to firms' performance (Wang et al., 2015). To 
achieve finn performance, finns should establish and implement the dynamic 
capabilities (DCs) that empower the fum to follow the oppo1tunities (Zahra et al., 
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2006). It is argued by (Teece, 2007) that for gaining the superior performance, then 
firms are needed to alter the " rules of the game" through establishing and 
implementing their dynamic capabilities. Research has found that dynamic capabilities 
are beneficial to superior fom perfo1mance (Wang et al., 2015). It is argued by Teece 
et aL ( 1997) that there is a direct relationship among DCs and firm performance. 
Dynamic capabilities pe1mit the firms to organize, and protect the intangible resources 
that leads towards the superior perfonnance of the firm (Teece, 2007). Similarly, 
Pavlou & Sawy (201 I) propose a structural model where dynamic capabilities 
influence perfonnance in the context of new product development. The early 
conceptual discussion explained a direct relationship among dynamic capabilities and 
fi rm performance. According to this point of view, various empirical studies describe 
a direct relationship between what the authors conceptualize as dynamic capabilities 
and finn performance (Garct 'a-Morales et al.,2007a; Gare, 'aMorales et al., 2007b; 
Wu, 2007; Kor & Mahoney, 2005). Moreover, according to the study of (Lin & 
Wu,2014) in which Top 1000 companies from Taiwan are considered as sample, 
further the findings show that dynamic capabilities can enhance firm perfonnance. The 
study of (Monteiro, Soares & Rua, 2013) identified that performance is positively 
affected by dynamic capabilities. Consistent with the above discussion, dynamic 
capabilities may in tum positively influence performance of SMEs (Carlos, 2011 ). 
However, there are some researchers in the field of management claimed that dynamic 
capabilities do not have a direct impact on the firm performance (e.g, Schilke, 2013; 
Wilden, et al., 2013; Stadler, Helfat & Verona, 2013; Protogerou et al., 2012).These 
research studies highlighted the complexity of the dynamic capabilities--fi.nn 
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perfo1mance relationship and there is a need for further empi.Iical investigation in 
different context. After review of the literature highlights the dearth of studies that 
examined SME in which dynamic capabilities are studied (Zahra et al., 2006). 
However, more research is needed to understand dynamic capabilities and implications 
for firms' performance (Wang et al., 2015). 
Finally, based on the discussion above, it is clear that there is dire need to study the 
role of dynamic capabilities towards the fom performance. Therefore, attempts to 
investigate the effect of dynamic capabilities on the performance of small firm 
performance in the context of Pakistan particulary in surgical manufacturing sector 
could provide the foundation to explain how dynamic capabilities affect small firm 
performance and add to the literature. The mediating effect can also be examined by 
linking the test on the independent variables under investigation. 
2.8.4 The Mediating Potential of Dynamic Capabilities Between Entrepreneurial 
Competencies and Small Firm Performance 
Dynamic capabilities (DCs) are the firm's strategic abilities by which owner/manager 
integrate, build and recombine finn resources in order to enhance the firm perf01mance 
(Eisenhardt & Martin,2000). In addition, dynamic capabilities are served as a 1ink for 
transfonning firm resources into firm performance (Wu & Wang, 2007). In this view, 
it is described that dynamic capabilities are considered as powerful mediator (Lin & 
Wu, 2014). The vast majority of the studies highlighted the mediating potential of 
dynamic capabilities. In this regard, Wu (2007) highlights that dynamic capabilities 
can act as mediator between firm resources and performance. Thus, dynamic 
capabilities are regarded as a transfonner for conve1iing resources into improved 
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performance. Similarly, the study of (Jiang & Kortmann, 2014) emphasizes on the 
importance of mediating role of dynamic capabilities. Moreover, it is also stated that 
the relationship among resources, capabilities and performance is complex and argued 
that capabilities can be used as mediating va1iable in the relationship among firm 
resources and finn pe1formance (Lu, Zhou, Bruton & Li, 2010). 
Consistent with the above arguments, dynamic capabilities have been also seen as a 
mediator among organizational process alignment and perfonnance (Hung, Chung & 
Lien, 2007), knowledge resources and performance (Griffith, Noble & Chen, 2006). 
Consistent with the above discussion, the study of Taiwanese firms, by Lin and Wu 
(2014) identified that dynamic capabilities constrnct mediates the relationship between 
non-substitutable, rare, valuable and inimitable resources and firm perfomrnnce. 
Similarly, (Villar, Alegre & Pia-Barber, 2014) study SMEs in global and mature non-
high-tech industry revealed a statistical evidence on the mediating role of dynamic 
capabilities between knowledge management practices and export performance. 
Some other studies have also noted the mediating importance of dynamic capabilities, 
for example the empirical results of (Tseng & Lee, 2014) study indicates that dynamic 
capability is vital intermediate or mediating variable through which the potential 
benefits of knowledge management (KM) resources are transfo1med into superior 
perfonnance. Whereas dynamic capability enhances firm performance and gaining the 
competitive advantages. According to (Hou, 2008), dynamic capabilities positively 
mediated the relationship among market orientation and superior firm performance. 
Therefore, dynamic capabilities are required to mediate the relationship among 
entrepreneurial orientation and firm petfo1mance (Tope & Mahmood, 2014). 
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In continuation, (Wu, 2007) investigates how films convert resources into 
perfo1mance, and recommends that dynamic capabilities act as a link for converting 
internal as well as external resources into higher firm perfonnance. In this study, one 
hundred and ninety-six technology-based firms of Taiwan are considered as a sample 
and dynamic capabilities are integrated to design a comprehensive framework to 
justify the performance. Investigative results dete1mine that technological-based finns 
can convert their resources into profit outcomes (performance) through dynamic 
capabilities. 
The meditating role of dynamic capabilities is further supported by (Aminu & 
Mahmood, 2015) on the relationship among intellectual capital and firm performance 
in manufactu1ing sector. In this study, data are collected from 124 films from 
manufacturing sector of Nigeria. Hence, the statistical results of this study reveal that 
dynamic capabilities mediate the relationship among intellectual capital and film 
performance. 
Furthermore, the empirical study of (Monteiro et al., 2013) proved that dynamic 
capabilities also mediate the relationship among intangible assets and export 
perfonnance. The results are based in the responses provided by 265 exporting 
companies from various industries in the no1th of Portugal. In continuation, it is quite 
evident from aforementioned discussion that there is a need to position dynamic 
capabilities as a mediator due to its powerful mediating role and potential. Examining 
the mediating role of dynamic capabilities on the link among entrepreneurial 
competencies and small film performance has been neglected in the literature which 
open a new door for further research and knowledge in the area. It is stated that 
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entrepreneurial competencies are valuable and intangible resources that permit the firm 
to enhance the firm perfonnance (Kabir et al., 2017). 
To this end, dynamic capabilities can perform as a mediating variable among firm 
resources and finn perfonnance. Consequently, dynamic capabilities are act as a 
transformer for turning the resources into high level of performance. In this regard, 
due to the characteristics of valuable resources, the dynamic capabilities can efficiently 
develop the competitive combinations from them to boost the fom performance (Lin 
& Wu, 2014 ). Thus, this study attempts to test the mediating effect of dynamic 
capabilities on the relationship among entrepreneurial competencies and small firm 
performance for validating and generalizing the previous results. 
2.9 Underpinning Theories 
The main purpose of the study is to examine the mediating effects of dynamic 
capabilities on the relationship between entrepreneurial competencies and small fum 
performance. Due to the nature of variables under this study, two underpinning 
theories can be assigned to theoretically allign the framework of the study which are 
the resource based view (RBV) theory, dynamic capability theory. However, the RBV 
theory is bonow to be the fundamental underpinning theory for this study while the 
other dynamic capability theory is employed to assist it. The next subsection presents 
these theo1ies with the supportive arguments highlighting how the framework of this 
study is supported by the chosen theories. 
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2.9.l Resource-Based Theory 
Resources are regarded as the hea11 of the resource-based view (RBV). The resource-
based view (RBV) of the firm is an influential theoretical framework for understanding 
how firms achieve superior performance (Eisenhardt & Martin, 2000; Teece et al. , 
1997; Peteraf, 1993; Barney, 1991; Nelson, 1991; Wemerfelt, 1984; Penrose, 1959). 
The central idea of resource-based view is that firm compete against others on the 
basis of their resources and capabilities (Bamey, 1991; Wemerfelt, 1984). In this 
regard, resource based view (RBV) considers that films as a bundle of resources, and 
suggests that distinctive resources are fundamental influences on finn perfonnance 
(Wu,2007). Similarly, the resource based view (RBV) argues that competitive 
advantage is primarily drive from a firm 's non-substitutable, rare, inimitable, and 
valuable resources (Barney, 1991). The resource-based view (RBV) of the firm has 
obtained prominent attention to be the major theory in management studies (Almani 
& Gardiner, 2014; Liang, You & Liu, 2010). The evolution of RBV has been 
flourished by the writings of Penrose in 1959 who viewed a fitm as a bundle of 
heterogeneous resources, which are responsible for creating the foundation for growth 
only when they are properly organized into their best use (Penrose, 2009). 
Fmiher, it is argued by Rubin (I 973) that the business expansion and growth was 
formalized economically with the assumption of firm-specific resources. The works of 
both Penrose and Rubin laid to the foundation to formalize the RBV in Wemerfelt's 
(1984) study. The theory suggests the success of a film in the market is a result of the 
possession of unique and superior resources. In short, RBV's basic argument is that 
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obtaining a competitive advantage by a firm is basically determined by the key and 
unique resources possessed by the finn . 
Film resources are considered as strength that help the finn to better compete and to 
achieve its vision, mission, strategies, and goals (Porter, 1981 ). Furthermore, it is 
stated that an organization's competitive position relative to other organizations is 
based on its collection of unique resources (Rumelt, 1974). A resource is defined as 
anything that cou ld be thought of as a strength for firm (Wernerfelt, 1984). Resources 
are categorize as tangible or intangible resource that are important to the finn (Caves, 
1980). 
Moreover, it is stated that capabilities were originally seen as a type of resource, but 
later research has separated the two concepts. A capability is therefore intangible 
(Makadok, 2001 ). Then, Barney (1991) defined the firm's resources as the strengths; 
and capabilities possessed by the film (Winter, 2003) that can be used to visualize and 
implement its strategies. Capabilities are a collection of high level learned behaviors, 
and firm can perform better than its competitors on the basis of capabilities (Winter, 
2003; Nelson & Winter, 1982). However, Amit and Schoemaker (1993) contributed 
significantly to the RBV by highlighting the distinction between the resources and 
capabilities of the fom. They defined resources as assets that are possessed or 
controlled by a firm, while capabilities can be defined as a firm's ability to deploy, 
combine resources and exploit them sufficiently to outperfonn than rivals. This 
distinction has been recognized and used extensively throughout the RBV literature 
(Barney, W1ight, & Ketchen, 2001). 
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Aprut from the distinction between resources and capabilities, the resources can be 
classified into tangible resources, such as physical assets (Caves, 1980), and intangible 
resources, such as entrepreneurial competencies (Tehseen&Ramayah,2015). Clearly 
and specifically, RBV theory argues that only valuable, rare, impe1fectly imitable and 
non-substitutable (known as VRIN) resources of an organization can generate 
sustainable competitive advantage, in addition, they are considered as the intangible 
strategic resources (Barney & Clark, 2007). 
Based on RBV perspective, there are three main constrncts related to the RBV theory 
known as firm performance, firm resources (tangible and intangible) and capabilities 
(Liang et al., 20 I 0). In this respect the dependent variable is the firm performance, 
which can be enhanced by the proper use of resources and capabilities. Therefore, firm 
resources and capabilities constitute the base for the performance and provide the 
sustainable competitive advantage (Chinomona,2013; Progoula ki & Theotokas, 2010). 
As the theoretical foundations underpinning this study, RBV is applied in this study 
context. In other words, the present study considers the intangible resources 
(entrepreneurial competencies) from one side, and capabilities (dynamic capabilities), 
from the other side, to achieve the performance of small foms. 
The fact is that; resource-based theorists have noted that entrepreneurial 
competencies are valuable resource of the firms. It is suggested that competency refers 
to the quality of action taken by entrepreneurs, it is directly linked with firm 
performance (Mitchelmore & Rowley,2010). Similarly, entrepreneurial competencies 
are intangible resource of the finns which lead to firm perfo1mance. Entrepreneurial 
competencies are possessed by individuals who are the entrepreneur' s and responsible 
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for managing the business. Consequently, entrepreneurial competencies are valuable 
and usually very rare (Mohsin et al., 2017). Moreover, it is argued that entrepreneurial 
competencies are strong predictor of Sivffis performance and supp01ts the view of 
resource- based theory that the competitive advantages for fums can be generated from 
their unique set of resources (Sajilan & Tehseen,2015). Finn's Resource Based View 
(RBV) advocates that a film can differentiate itself from its competitors and can make 
progress only if it possesses valuable, rare, inimitable and non-substitutable resources 
(Barney, 1991). 
This means that entrepreneurial competencies philosophy can be seen as the firm's 
valuable, scarce, and difficult to be imitated by competing firms and non-substitutable 
intangible resources. From this view, it seems that both theoretical and empirical 
evidences support the idea that high entrepreneu1;a] competencies-oriented firms 
enhanced the firm performance. 
Consistent with above discussion, the resources and capabilities anticipated to enhance 
firm performance and to help them in obtaining competitive advantage. This is why 
the RBV theory is chosen as the main underpinning theory to address this study. The 
following sections present discussion about dynamic capabilities theory highlighting 
their perspective advantages. 
2.9.2 Dynamic CapabiJities Theory 
The dynamic capabilities perspective had received tremendous attention since it was 
first introduced and originated by Teece, Pisano and Shuen in 1997 (Beske, 20 l 2). 
Dynamic capability can be viewed as the ability of a film to integrate, coordinate, build 
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and reconfigure both internal and external competencies in order to create business 
value in a turbulent environment (Teece et al., 1997; Helfat et al., 2007). This 
definition emphasizes on the confrontation and adaptation to the changes in the 
environment as fundamental for the existence of dynamic capability. 
According to Eisenhardt and Martin (2000), dynamic capability can be defined as the 
processes of a fom utilizes its resources, pa1ticularly regarding the processes that 
concern about the integration, coordination and reconfiguration of the resources in 
order to match and create market change. This also involves the organizational and 
strategic routines through which the firm gets new resources and configurations as 
market emerge, split and develop. This indicates that dynamic capability emphasizes 
on the significance of resources integration, building, coordination and reconfiguration 
internal and external competences so as to generate sustained competitive advantage 
particularly in a turbulent market. 
In line with the above discussion, the dynamic capability perspective, which is 
originally based on the RBV theory. Dynamic capability theory can be the extension 
of the RBV theory in capturing the evolutionary nature of resources and capabilities 
of the organization to strengthen and renew its resource base (Wang & Ahmed, 2007). 
The rationale is that RBV has a tendency to be static and not adequately accounting 
for addressing rapid and unpredictable changes in the environment (Helfat et al., 
2007). But on the other hand, dynamic capability strongly emphasizes those resources, 
capabilities configurations can generate competitive advantage during turbulence in 
markets (Eisenhardt & Ma1tin, 2000). 
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In respect to dynamic capabilities, (Eisenhardt & Ma1tin, 2000; Teece et al., 1997) 
conceptualized dynamic capabilities refer to as integrative mechanism that concern 
with the firm's ability to address environmental changes thereby integrating, 
recombining and reconfiguring its existing resources to enhance and sustain superior 
perfo1mance. Therefore, capabilities are linked to high perfonnance 
(Chinamona,2013; Progoulaki & Theotokas, 201 O; Way, 2002). 
The above argument explains why this study intends to use the dynamic capability 
theory, conceptualizing dynamic capabilities, to address the coordinative mechanism 
through which the firms realize entrepreneurial competencies to achieve superior 
performance in turbulent environment. Sok et al. (2017) stated that "Capabilities are 
the glue that brings these resources together and enables a firm to deploy them 
advantageously for perfo1mance. This suggests that the dynamic capabilities address 
the issue of sustainability and performance in a rapid changing environment. Dynamic 
capabilities can contribute to superior performance by enabling the firm 's ability to 
build, integrate, and reconfigure its existing competencies in order to deal with rapid 
changing environment (Teece et al., 1997). 
Drawing on the theoretical foundation of the dynamic capabilities theory, Dynamic 
capabilities can be integrated and deployed the firm resources ( entrepreneurial 
competencies), which result in superior firm perfonnance as well as sustainable 
competitive advantage. However, despite of the potentiality of resource-based 
approach in explaining how a firm is able to use its resources to conceive of and 
implement valuable strategy to achieve and sustain performance (Barney, 1991 ), the 
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perspective lapses in the explanation of how and why some firms outperform others 
under situations of rapid and unpredictable changes (Eisenhardt & Martin, 2000). 
Thus, dynamic capabilities view evolved as a coordinating paradigm to complement 
the RBV in dete1mining superior finn performance in such unpredicted and rapid 
changing situations (Teece & Pisano, I 994; Teece et al., 1997). In other words, the 
resource-based view has given rise to dynamic capabilities view (Nieves & Haller, 
2014 ) . Similarly, the dynamic capabilities view follows the resource-based view 
(RBV) (Pavlou& EI Sawy,2011 ; Makadok, 2001), Hence, this study is designed to be 
conducted on the platfonns of resource based-view (theory) and dynamic capabilities 
theory. 
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2.10 The Research Framework (Model) of the Study 
The casual research method requires a research framework to be formulated. This 
research framework provides the direction of the relationship under examination. 
Within the context of the study, Figure 2.1 shows the relationship with the direction of 
the variables. 
The resource -based view and dynamic capabilities theory provide platform to test the 
hypothesized relationships that have been developed on the basis of the 
aforementioned research questions. Figure 2.1 represents such relationship among 
variables. Paiticularly, as shown in this figure, the present study aims to investigate 
the empirical relationship between entrepreneurial competencies (Independent 
variable) and small fom performance (Dependent variable) through the mediation of 
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2.11 Summary of the Chapter 
This chapter presents an extensive review on background of entrepreneurship, 
significance of small business, unique characteristics of small finn. In addition, this 
chapter also provides theoretical review on small fom perfo1mance, entrepreneurial 
competencies and dynamic capabilities as a potential mediator with small firm 
performance. This chapter critically reviewed the related literature of both theoretical 
and the past empirical studies. 
The vast majority of studies related to these factors carried out in developed countries 
and they are scarcely researched in developing and least developed countries. 
Literature review also supports that dynamic capabilities of the fitms can be a mediator 
on the relationship betv.reen entrepreneurial competencies and small firm performance. 
All the variables under the study are explained according to resource -based view and 
dynamic capabilities theory. Therefore, this study shall contribute to the body of 
knowledge by investigating the key contributing factors to small firm performance 
with regard to entrepreneurial competencies and dynamic capabilities. Further, based 
on such literature review, research framework (Model) is developed to examine the 
effect of entrepreneurial competencies on small firm perfo1mance and the mediating 
effect of dynamic capabilities on the relationship betv.reen entrepreneurial 
competencies and small firm performance. Finally, it presents overview of Pakistan 
economy, problems faced by Pakistani small businesses and particularly critical issues 





This chapter presents the methods employed for conducting the present study. In the 
view of critical review as well as relevant considerations, the present study proposes 
the most suitable design to conduct the present survey research. Furthermore, this 
chapter presents the population and sample of the study as well as the scales 
(instruments and measures). In addition, data collection, data analysis techniques, 
validity and reliability of the measurement are also presented in this chapter. Pilot 
study is also presented in this chapter. 
3.2 The Methodology 
The research follows the scientific quantitative research methodology to go into the 
heart of how we know what we know and allows us to understand the very strict 
constraints placed upon our concept of what knowledge actually is. Many researchers 
agree on the contribution of quantitative method, for examples, Delgado and Miguel 
(2015), Clemence, Doise and Lorenzi-Cioldi (2014) and Creswell (2013), claiming 
that it allows us to understand the different ways in which knowledge can be created, 
in which one of the ways by quantify the information. This is especially imp01iant 
since if we know how knowledge and ' answers' to research questions can be created, 
then we are also in a position to understand the meaning of the information provided 
to us. 
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The concepts that underpin the subject of 'methodology' also enable us to be critical 
and analytical in the face of 'knowledge' being presented as 'fact' in the form of 
numeric statistical outputs. These numbers can extend and deepen our knowledge 
(Adams, Khan, Raeside & White, 2007; Minai, 2001). 
3.2.1 Research Design 
For the methodology section, one of the important procedures is the research design. 
According to Sekaran and Bougie (2013), research design is the most important 
section. By definition, research design is a master plan uses for collection, 
measurement and analysis of data in doing the research study (Sekaran & Bougie, 
2013; Zi.kmund, Babin, Can- & Griffin, 2012; Zi.kmund, 2000). 
According to Sekaran and Bougie (20 I 0), there are four types of business researches, 
categorized according to the purpose of the research. These types are exploratory, 
descriptive, hypothesis testing on casual research and case study. The criterion upon 
which the researcher decides to use is based on the understanding and requirement to 
solve the research problem. For example, Yin (2013) suggests that exploratory 
research is conducted in the case of no info1mation available about a similar research 
issues and how they are solved earlier or only a little information about the issue under 
research. In this situation, it is necessary to start with extensive work to understand the 
issue before developing the model and setting up a rigorous design for investigation 
(Yin, 2013; Sekaran & Bougie, 2010). 
It is worth to mention here that the descriptive analysis is also performed and presented 
in this study to provide a clear picture of the nature of the problems and findings. The 
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desc1iptive research is important as Zikmund et. Al (2012) highlight that such research 
is carried out when the nature of the problem is somewhat clear so the purpose of 
research here is to describe specifically the problem. Then, after the presentation of 
the descriptive analysis, the central of the quantitative analysis, the causal research 
testing agenda is performed and reported. This causal research or hypothesis testing, 
it basically highlights the relationships among the variables or explains the differences 
among groups being investigated (Zikmund et al., 2012). 
Generally, this study followed the research approach that is basically a deductive 
process employed to test theory after determining and developing the hypotheses that 
make up the theory (Cooper & Schindler, 2014). It also provides an observed effect of 
a program on a phenomenon or a problem based on the interpretation of the researcher 
(Greener, 2008). 
The quantitative approach being used in this study is for examining the direct 
relationship between entrepreneurial competencies as the independent variable and the 
small firm performance as the dependent variable as well as the mediating role of 
dynamic capabilities between the aforementioned relationship. In continuation, the 
quantitative research is deemed suitable and relevance as it refers to the research 
approach that quantifies and interprets data through the application of statistical 
analysis techniques (Bhatti, Hee & Sundram, 2012). Consequently, findings of 
quantitative data analysis are articulated in numeric form. Therefore, a solution to a 
given problem can be derived from the basis of statistical patterns found. 
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This study utilizes a cross-sectional research design which involves gathering data to 
meet the research objectives (Sekaran & Bougie, 2010). This design is preferable 
because it fits the process of getting the solution for the problem statement and 
fmthermore, it requires less cost, time and effort compared to a longitudinal design. In 
longitudinal design, there are some other constraints involved in collecting data for 
several periods of time, which of course necessitate many researchers to prefer cross-
sectional research deign over longitudinal in most cases (Sekaran & Bougie, 2013). 
Moreover, the theoretical framework can be developed to start-up the investigation 
which is known as a quantitative research approach. 
In conclusion, the present study uses the survey questionnaire research design which 
involves collecting data related to the variables identified in the research model. This 
type of research design is also recognized by other leading scholars as one of the best 
and extensively used by business studies to collect primary data (e.g, Hair, Money, 
Page, & Samouel, 2007). Therefore, a quantitative survey questionnaire research 
approach is employed through self-administered questionnaire in order to measure the 
variables under investigation and then achieving the objectives of this study. Thus, this 
approach is deemed suitable for the study. 
3.2.2 Population and Sampling 
The population of a study refers to the group of people or organizations or firms which 
the researcher wishes to investigate (Sekaran & Bougie, 2010). Similarly, the 
population of a study refers to an entire group of people or objects of interest that a 
researcher intends to investigate through the use of its subset commonly known as 
sample (Sekaran & Bougie, 2013). A sample, on the other hand, comprises the 
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numbers or subjects of the population that have been selected to represent the whole 
of the population (Sekaran & Bougie, 2009). 
In this study, the population comprises only small firms of surgical instruments sector 
of Sialkot in Pakistan. According to the Sialkot Chamber of Commerce and Industry 
(SCCI, 2014), Sialkot is the hub of manufacturing surgical instruments. Over 90% of 
the Pakistan's surgical instruments production is centered at Sialkot area. The sector 
manufactures have the homogeneous products' range of surgical instruments. The list 
of the firms has obtained from the databases of the SIMAP and SCCI. According to 
the list generated from the sources mentioned above, the population size is 1500. 
In continuation, the SC CI and SIMAP mentioned that Surgical Association has 1500 
surgical manufactuting units in year 2016 out of which around 30 can be considered 
as large sized firms, 150 as medium to large sized firms and the remaining 1320 foms 
are considered as small sized firms. However, within this study, focus is given to the 
1320, classified as small foms, as per definition given by SMEDA. In this view, target 
population of this study consist of 1320 small firms of surgical instruments sector of 
Pakistan. 
3.2.2.1 Sample Size 
It is an impo11ant stage in survey research to determine an appropriate sample size 
(Barlett, Kotrlik & Higgins, 2001). It is practically difficult and impossible for 
research that investigates large number of elements to collect data, test or examine 
every element (Sekaran & Bougie, 20 I 0). Therefore, a sample is selected for 
examination which is a sub-set of the population of the study (Cavana, De1ahaye & 
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Sekaran, 2001). Sample can be defined as a sub-set or some part of the larger 
population of the study (Zikmund et al., 2013). Similarly, the sample, the subset of the 
population, is said to be representative if the elements of the sample are drawn at 
random, so that the findings can be generalized (Sekaran, 2003). Therefore, 
population size of this study is 1,320. In order to find out the required sample size with 
respect to given population size, the well-established formula proposed by Dillman 
(2007) is used. Formula is given as follows. 
(Np)(P)(l - P) 
Ns=----------
(Np - 1) (f) 
2 
+ (P)(l - P) 
Ns==The actual sample size 
Nr=Size of population which is 1,320 
P== The population proportion expected to choose among the two response categories 
B=sample error 
C==Confidence level 
Therefore, the sample of this study is calculated as follow: 




(1,320 - 1) 1:96 + (0.5)(1- 0.5) 
(660)(0.5) 
Ns= - -------- ---
(1,319)(0.025510)2 + (0.5)(0.S) 
330 
Ns = 1,319(0.000651) + 0.25 
330 
Ns = 1.108669 
Ns == 298 
Approximately== ,lQQ 
From the above, the sample size for this study is 298 or approximately 300 small firms. 
This is obtained from the sampling formula by Dillman (2007). Likewise, the same 
figure arrived at using the popular Krejcie and Morgan 's (I 970) table for determining 
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sample size. From this table the sample size of 1300 population is 297. So that, this 
sample size is considered appropriate. 
However, due to the constant nature of low response rate in survey studies, it is quite 
impo1tant for any researcher to take all necessary measures to mitigate non-response 
rate as much as possible (Groves, 2006). According to Bryman and Bell (2003), it is 
recommended to have a larger sample size than the required sample size calculated in 
order to overcome the problem of sample attrition. Thus, in order to address the low 
response rate, the present study adhered to the Salkind's view for adjusting sample 
size, which is commonly used in survey research (Bartlett et al., 2001 ). 
This view proposes that a sample size could be increased by certain percentage. As the 
no1mal response rate ranges between 20% to 35% (Barnch & Holtom,2008), the 
number of questionnaires should be at least 300/0.35, which is 858 sets. According to 
the calculation, the least expected then the number is 300/.2, which is 1500 sets. 
However, this exceed the total number of the small firms. Thus, 1000 sets of 
questionnaires should be distributed to the sample being identified later. Within the 
study, the researcher has some control on the respondents where the head of SIMAP 
helped to distribute the questionnaires where the expected response rate reached 
around 70%. Thus, the number of questionnaires to be distributed becomes lesser and 
it is calculated at 300/0.7, which is 428 sets. Thus, in this research, only 450 potential 
respondents were identified and to deliver the questionnaires. 
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3.2.2.2 Sampling Procedures 
There are two major types of sampling technique known as probability and non-
probability sampling (Sekaran & Bougie, 2009). In probability sampling, the need to 
allow the elements to have equal chance to be selected is central to the whole process. 
Thus, jn most cases, all elements of population need to be known or identified (Sekaran 
& Bougie, 2013). As this is not a problem for this study to identify the unit of sample 
(total population list is available), the probability sampling is employed in this study. 
According to Sekaran and Bougie (2013), the availability of population list wanant for 
the use of the probability sampling, which is the simple random sampling. In simple 
random sampling, each and every element of population has an equal chance of being 
selected as a subject. Thus, the simple random sampling technique applied in this 
study. As observed by Eriksson and Kovalainen (2008), Bum and Bums (2007) and 
Ghauri and Gronhaug (2005), simple random technique allows the researcher to 
consider the sample characteristics to represent the population characteristics in a near 
perfect condition. 
Again, to reemphasize, in the light of definition, the simple random sampling is the 
kind of sampling procedure in which each and every element of the population is 
assured an equal chance to be selected or included in the sample. The selection of this 
procedure in this study is due to the fact that, simple random sampling procedure has 
the least bias and offers the most generalizability as each and every element can select 
or fall within the sample (Sekaran & Bougie, 2013). 
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Thus, with the population of 1320 small firms from which approximately 300 of them 
to be selected as sample size, the probability of every single enterprise (fum) is 
300/1320, and this is equal for each firm listed in the list of the population. The 
procedure is to use random number selection through the use of spreadsheet (MS-
Excel) computer application or the entire list of small firms entered in SPSS and then 
a random number list was generated which finally used for administering the 
questionnaires. 
3.2.2.3 Unit of Analysis 
This refers to the subject of the study in a research. Unit of analysis is what is being 
studied for measurement of variables (Neuman, 1997). Researchers in social sciences 
mostly focused on the different unit of analysis for example organizations, groups, 
films and individuals (Creswell, 2013). In the same manner, (McDougall & Oviatt, 
2000) described that unit of analysis can be individual, group, finn or organization, 
depending upon the nature and context of study. For this study, small firms of surgical 
sector of Pakistan are taken as unit of analysis. Small firm owner-managers represent 
their respective firms. Therefore, small firm owner-managers are the respondents in 
this study. This is in line with several studies on SMEs perfo1mance (Lechner & 
Gudmundsson, 2012; Hakala & Kohtamaki, 2011; Nikoomaram & Ma'atoofi, 201 l; 
Fairoz, Hirobumi & Tanaka, 2010). 
This is because these owner -managers are in the better position to provide the research 
with the needed, available accurate information about status of their respective firms. 
Thus, owner-managers of surgical instruments manufacturing small firms contacted in 
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order to gather data regarding entrepreneurial competencies, dynamic capabilities and 
small fom performance. 
3.2.3 Operationalization, Questionnaire Design and Measurement 
Operationalization of constrncts consists of defining the measures of the variables used 
to represent constrncts and how they are measured in this research (Hair Jr. et al., 
2010). Similarly, Saunders, Lewis and Thornhill (2009) describe operationalization of 
constructs as the translation of concepts. Therefore, this section provides definition of 
the variables used in the study and the selection of the items for each construct. The 
questionnaire has been developed to measure the variables used in the study. The 
present study has administered questionnaires that distributed to the sampled firms to 
be responded by their owner/managers. Based on the operational definitions of the 
variables of the study, a structured questionnaire used to represent the variables of 
entrepreneurial competencies with the mediating role of dynamic capabilities and 
small finn performance. Thus, the present study comprises three major constructs, 
namely entrepreneurial competencies (independent variable), small firm perfonnance 
(dependent variable) and mediating role of dynamic capabilities. 
3.2.3.1 Entrepreneurial Competencies (ECs) 
The independent variable of this study 1s entrepreneurial competencies. 
Entrepreneurial competencies are conceptualized as the underlying characteristics 
such as generic and specific knowledge, motives, traits, self- images, social roles and 
skills that result in venture birth, survival, and/or growth (Bird, 1995). In this study, 
entrepreneurial competencies are operationalized based on the work of Ahmed (2007), 
who examined the effect of entrepreneurial competencies on finn performance. 
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Therefore, in th.is study entreprenemial competencies are measured on the basis of 12 
dimensions, namely strategic competency, commitment competency, conceptual 
competency, opportunity competency, organizing and leading competency, 
relationship competency, learning competency, personal competency, technical 
competency, ethical competency, familism competency and social responsibility 
competency. In order to measure these 12 dimensions of entrepreneurial competencies 
90 items are adapted from Ahmed (2007). The present study used 5-point Likert scale 
ranging from ' I' "Very unimportant" to ' 5' "Very important'' and '3 ' "Neither 
important- Nor unimportant" for measuring the entrepreneurial competencies with the 
following items as shown in Table 3.1 below. 
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Table 3.1 
§_ummary of items to measure entrepreneurial competencies 
Competency Area Items to measure entrepreneurial competencies in this study 
(1) Strategic Competency 
(2) Commitment 
Competency 
1. Identify long tenn issues, problems or opportunities. 
2. Be aware of the projected directions of the industry and 
how changes might impact the firm. 
3. Priorities work in alignment with business goals. 
4. Redesign my business to better meet long term objectives 
and changes. 
5. Align current actions with strategic goals. 
6. Assess and link short tenn, day to day tasks in the context 
of long tenn direction. 
7. Monitor progress toward strategic goals. 
8. Evaluate results against strategic goals. 
9. Detennine strategic actions by weighing costs and benefits. 
10. Conduct research before proceeding with an investment. 
11. Forecast trends and changes in the industry. 
12. Create competitive edge to compete effectively. 
13. Design strategy to prepare for the "worst scenario". 
1. Dedicate to make the business work. 
2. Refuse to let the business fail. 
3. Have an extremely strong intemal drive. 
4. Commit to long tenn business goals. 
5. Be committed to producing quality goods. 
(3) Conceptual Competency I. Understand the broader implications of issues and 
observations. 
2. Translate ideas and observations into the business context. 
3. Take reasonable job-related risks. 
4. Monitor progress toward objectives in risky actions. 
5. Look at problems in new ways. 
6. Explore new ideas. 
7. Treat new problems as opportunities. 
8. Innovate and do things differently. 
9. Be proactive and responsive to changes. 
I 0. Find ways to commercialize ideas. 
11. Be spontaneous and quick in making decision. 
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Table 3.1 (Continued) 
(4) Opportunity 
Competency 




(7) Learning Competency 
l . Identify goods that the customer wants. 
2. Perceive unmet consumer needs. 
3. Actively look for products that provide real benefit to 
customers. 
4. Seize high quality business opportunities. 
5. Take a concept and make something out of it. 
6. Scan the environment to look for opportunities. 







Plan the organization of different resources. 





8. Organize people. 
9. Motivate people. 
l 0. Delegate effectively. 
11. Get the right people on board. 
12. Energize team to work towards goal. 
13. Bujld an entrepreneurial culture in which staff is willing to 
take risks. 
1. Develop long term trusting relationships with others. 
2. Negotiate with others. 
3. Interact with others. 
4. Maintain a personal network of work contacts. 
5. Communicate with other effectively. 
6. Select the right people for advice. 
7. Create a positive working climate through discussion and 
problem sharing. 
1. Learn from a variety of means. 
2. Learn proactively. 
3. Learn as much as I can in my field. 
4. Keep up to date in my field. 
5. Apply learned skills and knowledge to actual practices. 
6. Learn the ' ins' and 'outs' of the industry. 
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Table 3.1 (Continued) 
(8) Personal Competency I. Maintain a high level of energy. 
2. Motivate self to function at an optimum level of 
perfonnance. 
3. Respond to constructive criticism. 
4. Maintain a positive attitude. 
5. Prioritize tasks to manage my time. 
6. Identify my strengths and weaknesses and match them with 
opportunities and threats. 
7. Manage my own career development. 
8. Recognize and work on my own shortcomings. 
9. Be physically and emotionally tough. 
(9) Technical Competency 1. Possess expertise in technical or functional areas. 
2. Use specific techniques/tools relevant to business. 
3. Have good basic knowledge in my business area. 
4. Utilize technical knowledge relevant to the business. 
(10) Ethical Competency I. Keep promises. 
2. Admit mistakes and tell the truth. 
3. Engage in fair, open, and honest marketing practices. 
4. Be honest and transparent in business dealings. 
5. Be committed to offering products or services at fair prices. 
6. Take responsibility and be accountable for own actions. 
(11) Familism Competency 1. Cultivate an entrepreneurial culture in my family. 
2. Cooperate with and help others ( especially close associates) 
in business. 
3. Identify and seek help from employees I trust. 
4. Build a foundation for the next generation to continue the 
business. 
5. Get support and advice from family and close associates. 
6. Share knowledge and resources with others (especially close 
associates). 
(12) Social Responsibility I. Establish relationship with charitable organizations. 
Competency 
2. Engage voluntarily in community activities. 
3. Show concern for the staff welfare. 
4. Create job opportunities within the local community. 
Source: Ahmed (2007) 
Therefore, Ahmed (2007) confirmed the reliability of entrepreneurial competencies 
measures both Cronbach 's Alpha and composite values are found to be greater than 
0.7. Hence, the adapted measures are considered reliable and found to be sound in 
measuring entrepreneurial competencies. 
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3.2.3.2 Dynamic Capabilities (DCs) 
Dynamic capabilities (DCs), defined as the firm's abi lity to integrate, build, and 
reconfigure internal and external competencies to address rapidly changing 
environments (Teece et al., 1997), are fundamental to finn's differential performance 
(Wang et al., 2015). 
Thus, in this study, dynamic capabilities are conceptualized as coordinative 
mechanism that concern with the firm's ability to address environmental changes 
thereby integrating, reconfigming and coordinating its existing resources to enhance 
and sustain superior performance (Eisenhardt & Martin, 2000; Teece et al., 1997). 
Therefore, capabilities are linked to high performance (Chinamona, 2013; Progoulaki 
& Theotokas, 20 l 0; Way, 2002). 
In continuation, Pavlou and EI Sawy (2011), who established the model of dynamic 
capabilities that include four basic dimensions or phases (i.e., sensing, learning, 
integrating and coordinating). However, Singh and Rao (2016) conceptualize dynamic 
capabilities as integrating capability, learning capability, reconfiguration capability 
and alliance management capability. 
However, the more comprehensive categorization that suited the need for this study 
is based on prior literature this research conceptualizes dynamic capability as firm's 
capability to sense, learn, integrate, manage alliances, reconfigure and coordinate 
resource base to address the changing business conditions. Dynamic capabilities that 
comprises different basic phases or dimensions (i.e., sensing capability, learning 
capability, integrating capability, alliance management capability, reconfiguration 
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capability and coordinating capability). Dynamic capabilities dimensions comprise a 
pool of capabilities and their interaction in a logical sequence in reconfigUting existing 
firm 's knowledge assets to address firms' environmental changes (Nieves and Haller, 
2014). 
Table 3.2 
Measures of Dynamic Capabilities 
Measures of Dynamic Capabilities 
(l)Sensing Capability I. We frequently scan the environment to identify new 
(2) Learning Capability 
(3) Integrating Capability 
business opportunities. 
2. We periodically review the likely effect of changes in our 
business environment on customers. 
3. We often review our product development efforts to 
ensure they are in line with what customers want. 
4. We spend a great deal of ti.me implementing ideas for new 
products and improving our existing product. 
1. We have effective routines to identify, value, and import 
new infonnation and knowledge. 
2. We have appropriate routines to assimilate new 
information and knowledge. 
3. We are effective in transfonning existing infonnation 
into new knowledge. 
4. We are effective in utilizing knowledge in new product. 
5. We are effective in developing new knowledge that has 
the potential to influence products development. 
1. Our Employees' individual contributions are channeled 
through their work group. 
2. Members of the finn have a global understanding of each 
other's tasks and responsibilities. 
3. We are fully aware of who in the firm has specialized 
skills and knowledge relevant to our work. 
4. We carefully interrelate actions between members of the 
finn to face changing conditions. 
5. Members of the finn manage to successfully interconnect 
their activities. 
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Table 3.2 (Continued) 








Actively monitor the business environment to 
identify partnering opportunities procedure. 
Actively monitor the business environment to 
identify partnering opportunities. 
Regularly gather infonnation about prospective 
partners from various forums ( e.g. trade shows, 
industry conventions, databases, publications, 
internet, etc.). 
Alert to market developments that create potential 
alliance opportunities. 
Activities across different alliances are well-
coordinated. 
6. Systematic coordination of organizational 
strategies across different alliances. 
7. Specific processes to systematically transfer 
knowledge across alliance partners. 
8. Periodic reviews of its alliances to understand what 
it is doing right and where it is going wrong. 
9. Periodically collect and analyze field experiences 
from its alliances. 
Clear human resource re-allocation procedure 
2. Fast organizational response to market changes . 
3. Fast organizational response to competitor's 
actions. 
4. Efficient and effective communication with 
cooperative organization. 
(6) Coordinating Capability 1. We ensure that the output of each employee's work 
is synchronized with that of the rest of the group. 
2. We ensure appropriate allocation ofresources (e.g., 
infonnation, time, reports). 
3. Our Employees are assigned to tasks commensurate 
with their relevant knowledge and skills. 
4 . We ensure tbat employees' expertise is compatible 
with the work processes they are assigned to. 
5. Overall, our employees are well coordinated. 
Source: Pavlou and EI Sawy (2011 ); Singh and Rao (2016) 
To measure the dynamic capabilities construct, 32 items are adapted from Singh and 
Rao (2016) and Pavlou and EI Sawy (2011), as presented in Table 3.2. 
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Therefore, this study measured the dynamic capabilities by used 5-point Like1t scale 
ranging from 'l' "Strongly Disagreed" to '5' "Strongly Agreed" and '3 ' "Neither 
important- Nor unimportant'' for measuring the dynamic capabilities. 
Moreover, it is noteworthy to note that although dynamic capabilities compnse 
different stages as aforementioned, the concept of dynamic capabilities should be 
considered as one component model. This is because all the phases of activities listed 
are working hand in hand with another. In other words, all dimensions or phases are 
interacting with one another in a logical sequence in order to reconfigure existing 
fim1's operational capabilities to new ones that better match environmental needs 
(Nieves & Haller, 2014). 
Finally, Singh and Rao (2016) confirmed the reliability of dynamic capabilities 
measures values are found to be greater than 0.7. Pavlou and EI Sawy (2011) also 
initially assessed the convergent, discriminant validity of the adapted concept of 
dynamic capabilities. The reliability of the construct is also tested in this study by using 
composite factor reliability scores which is higher than 0.7 that indicate an adequate 
reliability level for the construct. 
3.2.3.3 Small Firm Performance 
Perfo1mance is defined as a measure of the achievement of firm objectives (Daft, 
2009). SME performance refers to the ability of an enterprise (firm) to achieve sales 
and profitability targets (Wilden, Gudergan, Nielsen & Lings, 2013), as well as non-
financial perspectives in relation to competitors (Kaplan & Norton, 1996). In the same 
way, this study operationally defines small firm performance as the ability of a fom to 
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achieve profitability, sales growth, return on investment and other non-financial 
indicators and using subjective perfo1mance measures (Spillan & Parnell, 2006). 
Measurement of performance in the context of small fitm has prime significance. In 
this study, small fom perfonnance measures are adapted from the study conducted by 
Spillan and Parnell (2006). According to Spillan and Parnell (2006) 08 items are used 
to measure firm performance in the competitive market environment. Further, hke the 
present study, in the Spillan and Parnell 's study, the antecedents of firm performance 
are such intangible fim1 resources. Most impo1iantly, the measures comprise both 
financial and non-financial performance indicators that give the clear picture of actual 
performance as discussed in literature review. Moreover, it is quite evident from the 
study of (Aminu & Mahmood, 2015) used the scale of fom performance of Spillan 
and Parnell (2006) in their study. Hence, this study adapts the widely recognized and 
frequently employed items of firm performance. 
Additionally, the study operationalizes small firm pe1formance as a one-dimensional 
construct using an index of eight performance measures adapted from Spillan and 
Parnell (2006). Owner/managers evaluate the perfonnance of their small firms such as 
current and last three years. These measures are presented in Table 3.3. 
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Table 3.3 
Measures of Small Firm Pe,fonnance 
Small Firm Performance 
1. Profit goals have been achieved. 
2. Sales goals have been achieved. 
3. ROI goals have been achieved. 
4. Our product (s) have a higher quality than those of our competitors. 
5. We have a higher customer retention rate than our competitors. 
6. We have a better reputation among major customer segments than our competitors. 
7. We have a lower employee turnover rate than that of our competitors. 
8. We have been more effective in new product development than our competitors. 
Source: Spillan and Parnell (2006) 
Like all other variables in this study, 5 -point Likert -type scale ranging 'l' "Strongly 
Disagree" to ' 5' "Strongly agree" and '3' "Neutral" is used to measure the small firm 
performance construct using the 08 items presented in Table 3.3. 
Spillan and Parnell (2006) reported that the firm performance measures are factor 
analyzed and consequently met the required level of validity and reliability. Moreover, 
reliability is assessed by using Cronbach' s Alpha Coefficient, which is 0.761 that 




Summary of Measures and Measurement Scale 




Multidimensional 12 90 Interval 5 
Competencies 
Dynamic Multidimensional 
06 32 Interval 5 
Capabilities (Composite) 
Small Fi1m 
Unidimensional 8 Interval 5 
Performance 
Table 3 .4 above represents the summary of all three major constrncts, ( 19) dimensions, 
and (130) items adapted and used in this study. Moreover, for the overall items, 
interval measurement scale is used and 5 point Likert scale is considered the most 
appropriate for the study. Within this study, scales are used to differentiate how 
individuals are varying from one another on the variable of interest (Aliyu & 
Mahmood, 2014), To minimize any ambiguity, consistency among variables and 
convenient understanding, the range of 5- point Likert-scale is recommended (Noor & 
Kumar, 2014) Hence, five point Likert- scale is deployed in the study to gauge all 
items. Moreover, the 5-point scale reduces the rate of non-response as it provides the 
multiple options. 
3.2.4 Data Collection Strategy 
In this study, the data were collected from owner/managers of small firms of surgical 
instruments sector of Pakistan. Owner/mangers are considered as the key resources in 
their firms (Kumar, Stem & Anderson, 1993) and they are also the most 
knowledgeable and valid information source of the firm (Lechner, Dowling & Welpe, 
2006). 
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Hence the procedure to be adopted for collecting data from respondents for this 
research was through self-administered questionnaire. Sekaran and Bougie (2010) 
stated that self-administered questionnaire helps the researcher to establish greater 
understanding with the respondents when introducing the survey. It also serves as one 
way of making clarifications to the respondents immediately, and the response rate can 
be high since the collection of the questionnaires is immediate. Additionally, all 
completed responses collected within a short period of time. 
The official letter from University Utara Malaysia was used to get cooperation from 
the respondents. Therefore, this letter introduced the researcher and also explain the 
purpose of the study to the respondents. It was found that this approach encouraged 
the participants in the survey to give their cooperation. The cover letter clearly 
highlights the background and purpose of the study and also provides instructions on 
how to answer the questionnaire. To further increase the willingness of the pa11icipants 
to take part in the survey, their secrecy and confidentiality is confirmed in the cover 
letter. 
In order to achieve the higher response rate in this study, survey was conducted 
distribute the questionnaires personally to respondent firms. Considering the time 
frame, a follow-up phone calls and SMS were also been sent to the respondents as 
reminder. Additionally, extra efforts were made in distribution and collection of the 
questionnaires on the daily basis. This effort actually produced a good result to achieve 
the required questionnaires for analysis. 
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3.2.5 Validity and Reliability Test of the Measures 
Validity and reliability concern with the goodness of items measuring a particular 
construct (Sekaran & Bougie, 2013). In the same manner, researchers carry out both 
validity and reliability tests to ensure that the measures developed are reasonably good. 
While validity assesses the ability of measures to measure what was intended to be 
measured, and the reliability analysis assesses the degree of which measures are free 
from random error and yield consistent results. 
3.2.5.1 Validity 
Validity concerns the evidence that the instrument, technique or process used in a 
study is appropriately measuring the intended concept (Hair, Black, Babin & 
Anderson, 20 IO; Sekaran & Bougie, 2010). Similarly, validity refers to the accuracy 
of a measuer or the extent to which a score is accurately and truthfully represent the 
concept of a construct (Zikmund, Babin, CatT & Griffin, 2013). In the same manner, 
Sekaran and Bougie (2013) explained validity analysis as a test or assessment of how 
well an instn.tment which is developed measures a particular construct it intended to 
measure. Basically, there are various approaches to establish validity and these are 
content validity, construct validity, face validity and criterion validity. In this study, 
content validity, face validity and construct validity are taken into account. Greener 
(2008) suggests the irnpo11ance of validity test and argues that construct validity is one 
of the important aspects of data analysis. 
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3.2.5. 1.1 Content Validity 
Content validity refers to the degree that a measure covers the scope of a domain of 
interest (Zikmund et al., 2013). Content validity ensures that a measure includes an 
adequate set of items that tap the concept. According to Sekaran and Bougie (2009) 
higher the scale items represent the domain or concept being measured, the higher the 
content validity. Sekaran & Bougie (2013) recommended that panel of judges (experts) 
can attest to the content validity of an instrument. 
This study employs one of the most important and widely used methods of assessing 
content validity, which was developed by Lawshe (1975) and further revealed by 
Zikmund et al. (2013) and Sekaran and Bougie (2013). This method determines the 
agreement among the judges (experts) or raters on how essential or important a 
particular item is. They fu1ther argued that if more than a half of the judges ( expe1ts) 
or raters indicate essentials for an item, then that item has some level of content 
validity, and thus the more the panelists agree that an item is essential and greater the 
content validity. Furthennore, it is also advised to use an odd number of these judges 
(expe1ts) or raters. Thus, this study used odd number of experts to rate the adapted 
items of all the constructs. 
3.2.5.1.2 Construct Validity 
Construct validity measures how well the results are obtained from the use of a 
measure actually assess a designed concept (Sekaran & Bougie, 2009). They suggested 
that, construct validity is assessed through convergent and discriminant validity. The 
convergent validity is established when the scores obtained with two or more different 
instruments measuring the same concept are correlated (Sekaran & Bougie, 2013). 
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Discriminant validity on the other hand, represents the uniqueness or distinctiveness 
of a measure, that is to say the scale of a particular construct should not be highly 
correlated with the measure of another construct (Zikmund et al., 2013 ). 
According to Sekaran and Bougie (2013) construct validity can be determined using 
correlation analysis, factor analysis and multimethod matrix. It is argued that 
multivariate procedures like factor analysis can be used in establishing construct 
validity (Zikmund et al., 2013). Therefore, the present study employed procedures like 
factor analysis and co1Telation analysis for construct validity. 
3.2.5.2 Reliability 
The reliability of an instrument indicates the extent to which a measuring instrument 
is free from error, inconsistency and are stable across the time and items listed in the 
scale (Sekaran & Bougie, 2013). Similarly, reliability measures the stability and 
consistency of the adapted measurement in measuring the concept (Hair Jr. et al., 201 O; 
Cavana, Delahaye & Sekaran, 2001). Reliability relates to the extent to which 
particular items adapted in a study yield the same results on different occasions 
(Greener, 2008). He claimed that reliability test is canied out through internal 
consistency and a commonly used iner-item test of consistency reliability of an 
instrument is the Cronbach alpha coefficient. 
Thus, this study employed Cronbach alpha coefficient as an indicator of reliability of 
research instrument by using the SPSS v21. Within this study, the criterion that a 
Cronbach' s alpha coefficient of 0.60 is considered an average reliability, while a 
coefficient of0.70 or higher indicates that the instrument has a high reliability standard 
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as suggested by Hair Jr. et al. (2010) and Sekaran and Bougie (2010). A Cronbach 
alpha coefficient of 0.7 has been often recommended as most reliable in the test for 
the internal consistency of an instrument (Hair et al., 2007). 
3.3 Hypotheses Development 
Based on the theoretical background and prior empirical studies, this section presents 
a discussion on the hypotheses development. In answering the research questions and 
achieving the objectives of this research, the following sub-sections discuss the 
hypotheses proposed to be tested. 
3.3.1 Hypotheses Confirming the effect of Entrepreneurial Competencies on 
Small Fim Performance 
The relevant entrepreneurial competencies literature review shows that the majority of 
empirical studies, which consider entrepreneurial competencies as a holistic approach, 
confirmed its significant role on firm performance such as Mitchelmore and Rowley 
(2013), Sarwoko, Surachman and Hadiwidjojo (2013), Sanchez (2012), Laguna, 
Wiechetek and Talik (2012), Gerli, Gubitta and Tognazzo (2011) and Ahmad, 
Ramayah, Wilson and Kummerow (2010). All these studies confirmed the significant 
link between entrepreneurial competencies and firm performance. 
Moreover, the theorists of resource base view (RBV) have observed that 
entrepreneur's competencies are key resource of the firms that are valuable as well. 
Based on the RBV theory, entrepreneurial competencies are considered as a valuable 
resource that enhances firm performance and obtains a sustainable competitive 
advantage (Tehseen & Ramayah, 2015). In general, the conclusion of entrepreneurial 
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competencies and firm performance literatme indicates a significant positive 
relationship (Yusuff, Bakar & Ahmad, 2016; Tehseen & Ramayah, 2015; Mitchelmore 
& Rowley, 2010; Ahmad et al., 2010b). 
In summary, there has been considerable discussion about entrepreneurial 
competencies; they have been investigated by researchers, and the concept has been 
widely used in practice, but still there is scope for considerably more theoretical and 
empirical work (Mitchelmore & Rowley, 201 0; Brinckmann, 2008). In addition, there 
is a need to enhance the discussion of entrepreneurial competencies in the literature. 
Moreover, majority of the studies on entrepreneurial competencies have been 
conducted in the developed countries (Yusuff, Bakar & Ahmad, 2016). However, there 
is a gap in the knowledge base relating to the specific entrepreneurial competencies of 
entrepreneurs in emerging economies (Solesvik, 2012). Consequently, more empirical 
evidence is needed to explore further on the relationship between entrepreneurial 
competencies and small firm performance, especially in developing economies. 
With regard to the entrepreneurial competencies dimensions, many studies identify 
the significant effect of entrepreneurial competenc ies dimensions associated with finn 
performance, namely strategic competency, commitment competency, conceptual 
competency, opportunity competency, organizing and leading competency, 
relationship competency, learning competency, personal competency and technical on 
fom performance (Ahmed, 2007). According to Mitchelmore and Rowley (2013), 
studying entrepreneurial competencies as a multidimensional construct is ve1y 
important to understand deeply the relationship between entrepreneurial competencies 
and firm performance. Thus, the detail of all hypotheses are follow. 
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Strategic competency is one of the entrepreneurial competencies dimensions, is the 
main base of entrepreneurial competencies (Kabir et al., 20 l 7; Ahmed, 2007) because 
strategic competency is related to setting, evaluating, and implementing the strategies 
for the finn" (Ahmed, 2007: Man, Lau, & Chan, 2002). 
It is well recognized that entrepreneurs fonnulate the effective strategies that pe1mit 
them to convert known oppo1tunities into superior perfonnance of the firm (Stokes, 
2006). For exploration of opportunities, entrepreneurs have to take initiatives and risks 
for attaining performance (Muzychenko & Saee, 2004). Entrepreneurs design 
strategies how to achieve goals and objectives, and this requires strategic competency 
appropriately to increase firm perfo1mance (Ahmad et al., 2010b; Zhao, 2005; 
Masurel, Montfort & Lentink, 2003). Based on the prior discussion, it can be 
concluded that strategic competency is a significant dimension of entrepreneurial 
competencies in fostering small firm performance. Accordingly, the following 
hypothesis is proposed. 
Hypothesis l (H 1 ): Strategic competency of the entrepreneurs has a significant effect 
on the small firm perfonnance of surgical sector of Pakistan. 
Among other entrepreneurial competencies, commitment competency is considered 
most important competency that excites the entrepreneur to move forward with the 
business and achieved firm performance goals (Ahmed, 2007; Man et al., 2002). 
Similarly, Commitment competency demonstrate strong motivation to compete and 
make firm performance (Sarwoko et al., 2013). Additionally, commitment competency 
refers that sustain effott and commit to long term goals which lead to firm performance 
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(Ahmad et al., 20 I 0a). Thus, the following hypothesis concerning the link between 
commitment competency and small firm performance is suggested. 
Hypothesis 2 (H2): Commitment competency of the entrepreneurs has a significant 
effect on the small firm perfonnance of surgical sector of 
Pakistan. 
Conceptual Competency is one of the key elements of the entrepreneurial 
competencies which comprises various conceptual abilities that are reflected in the 
entrepreneurs behaviors such as risk taking and innovativeness, absorbing and 
understanding complex information and decision skills (Tehseen & Ramayah, 2015; 
Man et al., 2002). According to Ahmed (2007) and Michalko (2000) conceptual ability 
is associated with the ability to develop new ideas and to stimulate new thinking which 
leads to higher finn perfo1mance. The positive connection between the entrepreneur 
knowledge base and the firm's ability to compete efficiently in the marketplace which 
leads towards superior firm perf01mance (Mitchelmore & Rowley, 2010; Gabrielsson 
and Tell, 2009). It has been an argument for the need to explore the more 
comprehensive relationship between conceptual competency and small fom 
performance. Therefore, the following hypothesis attempts to establish the relationship 
between conceptual competency and small firm performance. 
Hypothesis 3 (HJ): Conceptual competency of the entrepreneurs has a significant 
effect on the small firm performance of surgical sector of 
Pakistan. 
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Opportunity competency is another entrepreneurial competency that is the ability 
related to recognizing the prevailing opportunities of the market through different 
means (Ahmed, 2007; Man et al., 2002), which is operationalized by measuring 
behaviors such as looking for product and services that provide real benefit to 
customers, seizing high quality opportunities, observing unmet consumer needs, and 
identifying goods and services that customers want (Tehseen & Ramayah, 2015). 
Thus, opportunity competency is the one of the main competencies of entrepreneur is 
that they can see or recognise the opportunities (Tehseen & Ramayah, 2015; Ahmed, 
2007; Allison, Chell, & Hayes, 2000). It is stated that entrepreneurs engage in 
opportunity recognition and exploitation (Chandler and Hanks, 1994). Consistent with 
above arguments, it has concluded that opportunity recognition and development place 
at the heart of entreprenemial activities and related with fitm performance (Ahmad et 
al., 201 Ob; Pech and Cameron, 2006; De Koning, 2003). Based on above argwnent, 
the following hypothesis is proposed. 
Hypothesis 4 (H4): Opportunity competency of the entrepreneurs has a significant 
effect on the small firm performance of surgical sector of 
Pakistan. 
Organizing and leading competency is one of the main competencies which an 
entrepreneur has for making business progress (Ahmad, Halim & Zainal, 2010). It is 
stated that organizing and leading competency is the ability to motivate, plan and 
schedule work, develop program, direct and lead for achieving the firm performance 
goals (Sarwoko et al., 2013). Specific behaviors that reveal this competency include 
motivating and leading employees, organizing, allocating resources and developing 
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plans (Ahmed, 2007; Man, 2001). Entrepreneurs are needed to perfonn distinct tasks 
and handle various functional areas which require the ability to plan and organize a 
variety of resources in the firm. It is suggested that the ability to organize and lead 
would empower the entrepreneurs to maximize the perfo1mance of the firm (Ahmad 
et al., 201 0a). Therefore, a hypothesis regarding organizing and leading competency 
and small firm performance is postulated as follows. 
Hypothesis 5 (H5): Organizing and Leading competency of the entrepreneurs has a 
significant effect on the small firm pe1fo1mance of surgical sector 
of Pakistan. 
Relationship competency is another vital component of entrepreneurial competencies 
which is about the organisation of different internal and external human relation with 
other organizations (Ahmed, 2007; Man et al., 2002). It is argued that entrepreneurs 
should acquire interpersonal relationship. Therefore, entrepreneurs use their 
relationship competencies to develop capabilities which support their business 
performance (Ahmed, 2007). Cooper (2006) argued that competitive advantage could 
be gained through teamwork. The acquisition and management of resources in an 
entrepreneurial firms are through developing associations with others. In addition, it is 
stated that good links provide entrepreneurs with access to expertise and several forms 
of support. These arguments summarise that, to perform effectively and gain finn 
performance, entrepreneurs require relationship competency (Ahmad et al., 2010b). 
Thus, the present study developed the following hypotheses. 
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Hypothesis 6 (H6): Relationship competency of the entrepreneurs has a significant 
effect on the small fom performance of surgical sector of 
Pakistan. 
In general, learning competency is all about learn as much as one can in any field, 
learn proactively, apply learned skills and knowledge to actual practices which leads 
toward finn performance (Sarnoko et al., 2013). In today rapidly changing 
environment, entrepreneurs are required learning competencies in order to meet the 
business environmental changes (Ahmed, 2007). Leaming has placed in the center to 
the entrepreneurial process as it pe1mits entrepreneurs to create knowledge that helps 
them to reduce possible risks, unce1tainty and move towards high level of performance 
(Ahmed, 2007; Ward, 2004). Tehseen and Ramayah (2015) concluded that 
entrepreneurs do learn more to counter the turbulent business environment. 
The entrepreneur knowledge base is positively linked with the film's ability to 
compete successfully in the market and generate high firm performance (Mitchelmore 
& Rowley, 20 l O; Gabrielsson and Tel1, 2009). It has been an argument for the need to 
explore the more comprehensive relationship between learning competency and small 
firm performance. Therefore, a hypothesis is proposed as follow. 
Hypothesis 7 (H7): Leaming competency of the entrepreneurs has a significant effect 
on the small firm performance of surgical sector of Pakistan. 
Personal competency is another important segment of entrepreneurial competencies 
and it is stated that personal competency is significantly related to firm performance 
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(Tehseen & Ramayah, 2015). According to Ahmed (2007) and Man (2001) 
highlighted that high personal competency, demonstrated as the ability to motivate self 
and maintain a high level of energy to function at higher level of performance. More 
precisely, the personal strength of the business owners is seen as one of the impo11ant 
resources of the firm which empower the entrepreneurs to make superior performance. 
Thus, personal competency of entrepreneur has been positively linked to firm 
performance. (Ahmed, 2007). Moreover, successful entrepreneurs are owned great 
confidence in their abilities to accomplish the goals. They are also said to keep higher 
detennination, and a desire to overcome the obstacles. Thus, personal competency has 
the potential to increase the effectiveness of the entrepreneurs and have a positive 
impact on firm performance (Ahmad et al., 2010b). On the basis of the previous 
discussions, Therefore, the following hypothesis is proposed. 
Hypothesis 8 (88): Personal competency of the entrepreneurs has a significant effect 
on the small firm perfonnance of surgical sector of Pakistan. 
Technical Competency is one of the important competencies which an entrepreneur 
exhibits. It is all about the ability to use the procedures, tools and techniques of a 
"specialized field" (Ahmed, 2007; Chandler & Jansen, 1992). According to Baum, 
Locke & Smith (200 I) technical skill has a positive significant influence on film 
performance. Similarly, (Narkhede et al., 2014) found that technical skills are 
positively related to the firm performance. In SME research, the entrepreneur's 
technical competency is often cited as the most influential factors to firm performance 
(Mitchelmore & Rowley, 2010). Therefore, the present study developed the following 
hypotheses. 
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Hypothesis 9 (H9): Technical competency of the entrepreneurs has a significant effect 
on the small fitm performance of surgical sector of Pakistan. 
Ethical competency is also one of the key elements of entrepreneurial competencies 
for obtaining firm good reputation and image (Tehseen & Ramayah, 2015; Ahmed, 
2007). In addition, there is a strong concern on ethical practices in modern business 
scenario, which is considered that these practices "pay off' in the long term. lt is 
empirically found that ethical competency is significantly associated with SME 
performance (Arunad, Ramayah, Wilson & Kummerow, 2010). Thus, the following 
hypothesis concerning the link between ethical competency and small fitm 
performance is suggested. 
Hypothesis 10 (HI 0): Ethical competency of the entrepreneurs has a significant effect 
on the small firm performance of surgical sector of Pakistan. 
Familism competency is acknowledged as one of the dimensions of the entrepreneurial 
competencies. Familism is about affection and concern for family supports its 
members by exchanging resources and collaborates with each other to accomplish their 
performance goals (Tehseen & Ramayah, 2015). Familism promotes interpersonal 
trust among the " insiders" and accordingly increases interpersonal cooperation 
between members (Park, 2003). Ahmad (2007) indicated that familism among 
entrepreneurs is an important factor to enhance firm performance. Therefore, sharing 
knowledge and resources with close associates and receiving advice and support from 
family members are helpful to overcome problems in managing their businesses. Thus, 
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it is reported that familism competency has significant impact on fitm performance. 
(Ahmad et al., 20 l Ob). Based on the foregoing argument, it is hypothesized that; 
Hypothesis 11 (Hl 1 ): Familism competency of the entrepreneurs has a significant 
effect on the small firm performance of surgical sector of 
Pakistan. 
Social responsibility competency is very important because those entrepreneurs who 
are being socially responsible to customers by offering good products or services at 
good prices, giving customers value for their money, providing extra services to 
customers and response to customer complaints immediately all these values lead 
towards business performance. In general, entrepreneurs pointed out that being 
socially responsible, especially towards customers, is beneficial for firm performance 
in the long term (Ahmed, 2007). Based on the prior discussion, accordingly, the 
following hypothesis is proposed. 
Hypothesis 12 (H 12): Social responsibility competency of the entrepreneurs has a 
significant effect on the small firm performance of surgical 
sector of Pakistan. 
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3.3.2 Hypotheses Regarding Dynamic Capabilities as Mediator 
This study also aims at examining the mediating effect of dynamic capabilities on the 
relationship among entrepreneurial competencies and small firm performance. The 
discussion below highlights the development of the hypotheses related to dynamic 
capabilities as a mediator on the relationship between entrepreneurial competencies 
and small finn performance. 
In completing the test, the direct effect of dynamic capabilities on the small firm 
performance is examined. Referring to dynamic capabilities literature within context 
oflarge firms, there is a bulk of research works supporting the direct effect of dynamic 
capabilities on firm perfonnance (Monteiro et al., 2013; Carlos, 2011; Garc1 a-Morales 
et al. , 2007a; Garc1 aMorales et al., 2007b; Zhang, 2007; Wu, 2007; Kor & Mahoney, 
2005). Research has found that dynamic capabilities are beneficial to superior finn 
performance (Wang et al., 2015). It is argued that there is a direct relationship between 
dynamic capabilities and firm performance (Teece et al., 1997). In continuation, 
dynamic capabilities may in turn positively influence small firm performance (Carlos, 
2011). However, more research is needed to understand dynamic capabilities and link 
with firms' performance (Wang et al. , 201 5). Based on these arguments, the following 
hypothesis was formulated: 
Hypothesis 13 (H 13 ): Dynamic capabilities have a significant effect on the small firm 
performance of surgical sector of Pakistan. 
Within the large firm context, theoretically, resource- based view (RBV) assumes that 
firm resources can be utilized to improve unique capabilities which enable these fom 
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to better performance and gain competitive advantage (Hunt & Davis, 2012). In 
addition, dynamic capabilities view (DCV) also stress on the reconfiguration and 
integration of firm resources to make performance. According to Mohsin el al. (2017) 
entrepreneurial competencies are valuable and intangible resources of the fom. It 
appears from the analysis that there are various influential antecedents of dynamic 
capabilities. Such as individual competencies are associated with the evolution of 
dynamic capabilities (Eriksson, 2014). Whilst, finn valuable resources could be used 
as an antecedent of dynamic capabilities and this path relationship leads to the fitm 
performance (Aminu & Mahmood, 2015). Based on above arguments, the following 
hypotheses were fo,mulated, based on the large firm context, this study "borrow". 
Hypothesis 14 (Hl4): Strategic competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
Hypothesis 15 (H 15): Commitment competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
Hypothesis 16 (Hl6): Conceptual competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
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Hypothesis 17 (H 17): Opportunity competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
Hypothesis 18 (H 18): Organizing and Leading competency of the entrepreneurs has a 
significant effect on the dynamic capabilities of small firm of 
surgical sector of Pakistan. 
Hypothesis 19 (Hl9): Relationship competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
Hypothesis 20 (H20): Learning competency of the entreprenew-s has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
Hypothesis 21 (H21 ): Personal competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
Hypothesis 22 (H22): Technical competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
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Hypothesis 23 (H23): Ethical competency of the entrepreneurs has a significant effect 
on the dynamic capabilities of small firm of surgical sector of 
Pakistan. 
Hypothesis 24 (H24): Familism competency of the entrepreneurs has a significant 
effect on the dynamic capabilities of small firm of surgical 
sector of Pakistan. 
Hypothesis 25 (H25): Social Responsibility competency of the entrepreneurs has a 
significant effect on the dynamic capabilities of small firm of 
surgical sector of Pakistan. 
As argued, the dynamic capabilities theory examines how firms integrate, build, and 
reconfigure their specific competencies (resources) into new ones that match their 
turbulent environment and enhance performance. Accordingly, dynamic capabilities 
hypothesize as coordinative mechanism that consolidate and reconfigure existing finn 
resources to achieve superior performance in turbulence environments (Teece et al., 
1997). Capabilities are the glue that brings these resources together and enables finns 
to deploy them usefully (Sok, Snell, Lee & Sok, 2017; Zhou, Yim & Tse, 2005). 
Supporting this view, various researchers (Aminu & Mahmood, 2015; Lin & Wu, 
2014; Tseng & Lee, 2014; Villar et al., 2014; Jiang & Kortrnann, 2014; Tope & 
Mahmood, 2014; Monteiro et al., 2013; Lu et al., 2010; Wu, 2007) have highlighted 
and test the mediating role of dynamic capabilities between firm resources and 
perfonnance. 
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Generally, it has been argued that research on dynamic capabilities is limited in 
developing economies (Li & Lu, 2014). Consequently, conducting research in 
developing economies fill a significant gap in the literature. Therefore, undergoing 
research is based on the effect of valuable entrepreneurial competencies on SMEs 
perfo1mance through the mediation of dynamic capabilities in Pakistan context is an 
important contribution to the body of knowledge. This claim is based on the 
aforementioned facts that dynamic capabilities are considered as powerful mediator 
between firm resources and perfo1mance. Based on these arguments, the following 
hypotheses were formulated; 
Hypothesis 26 (H26): Dynamic capabilities mediate significantly the relationship 
between strategic competency and the small firm performance 
of surgical sector of Pakistan. 
Hypothesis 27 (H27): Dynamic capabilities mediate significantly the relationship 
between commitment competency and the small firm . 
performance of surgical sector of Pakistan. 
Hypothesis 28 (H28): Dynamic capabilities mediate significantly the relationship 
between conceptual competency and the small firm 
perfonnance of surgical sector of Pakistan. 
Hypothesis 29 (H29): Dynamic capabilities mediate significantly the relationship 
between opportunity competency and the small finn 
performance of surgical sector of Pakistan. 
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Hypothesis 30 (H30): Dynamic capabilities mediate significantly the relationship 
between organizing and leading competency and the small finn 
perfo1mance of surgical sector of Pakistan. 
Hypothesis 31 (H3 l ): Dynamic capabilities mediate significantly the relationship 
between relationship competency and the small firm 
pe1fo1mance of surgical sector of Pakistan. 
Hypothesis 32 (H32): Dynamic capabilities mediate significantly the relationship 
between learning competency and the small firm performance 
of surgical sector of Pakistan. 
Hypothesis 33 (H3J ): Dynamic capabilities mediate significantly the relationship 
between personal competency and the small finn perfo1mance 
of surgical sector of Pakistan. 
Hypothesis 34 (H34): Dynamic capabilities mediate significantly the relationship 
between technical competency and the small firm performance 
of surgical sector of Pakistan. 
Hypothesis 35 (H35): Dynamic capabilities mediate significantly the relationship 
between ethical competency and the small firm performance of 
surgical sector of Pakistan. 
Hypothesis 36 (H36): Dynamic capabilities mediate significantly the relationship 
between familism competency and the small firm performance 
of surgical sector of Pakistan. 
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Hypothesis 37 (H37): Dynamic capabilities mediate significantly the relationship 
between social responsibility competency and the small firm 
performance of surgical sector of Pakistan. 
3.4 Pilot Test 
A pilot test was conducted in this study to check the reliability of the questionnaires. 
Pilot study refers the fonn of a survey trial where by a small portion of the study is 
done prior to the time of actual full scale survey of the study (Gay, Mills & Airasian, 
2006). The aim of pilot study to ascertain the validity and reliability of the 
measurement instruments. In this view, the instruments to be used in this study was 
evaluated by using SPSS v22 in order to ascertain their reliability. Secondly, to give 
the researcher an insight into the real situation of the events before the actual full study 
is can-ied out. Ultimately, pilot test enabled the researchers to correct any envisaged 
problems before the actual full scale study was carried out. 
3.4.1 Pilot Study Analysis and Result 
For a pilot study a well assembled questionnaire with close ended multiple choice 
questions are used. Within a given study, scales are used to differentiate how 
individuals are varying from one another on the variable of interest (Aliyu & 
Mahmood, 2014), To minimize any ambiguity, consistency among variables and for 
convenient understanding, the range of five point Likert-scale is recommended by 
Noor and Kumar (2014). Following this advice, five point Likert- scale is deployed in 
the study. 
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According to Sekaran and Bougie (2010), Robins (1999) and Babbie (1990) the sample 
size for a pilot test is usually small. According to them, 25 to 75 respondents is the 
usual sample size range is recommended. To gauge the internal consistency of the 
instrument cronbach's alpha coefficient was applied as it is the most accepted test for 
inter-item consistency reliability. Ultimately a high reliability standard ranging from 
0.715 to 0.869 was gauged by using SPSS V22 for data. Therefore, an instrument with 
a coefficient of 0.60 is considered as an average reliability and the above readings are 
in accordance with the ideal standards (Hair et al., 20 I 0). 
Drawing upon guidelines of Robins ( 1999) and Babbie ( 1990) regarding conduct a 
pilot study, a total of 50 questionnaires were personally distributed by the researcher 
to relevant small firms and in addition to this extra effo1t was put in to attain maximum 
response rate with follow up phone calls and SMS sent as reminders. Hence, 30 
responses were received and pilot study conducted on these 30 usable questionnaires. 
The instrument's validity and reliability is evaluated through a pi lot study. This study 
is also essential in identifying any errors in the instrnments. According to Sekaran and 
Bougie (2010), when an instrument gauges accurately what it is supposed to calculate 
is referred to as validity whereas, when an instrument gives invariably error free and 
consistent results it is dete1mined as the reliability. This pilot study goal is to enables 
researchers to assess and modify any possible errors when executing the full-scale 
research. 
Similarly, content validity regarded as a process of consulting small sample of 
specialists to anlyze on the appropriateness of the items selected to measure a construct 
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(Sekaran & Bougie, 2010). Furthermore, Content validity guarantees that a measure 
includes required set of items that tap the concept (Zikmund et al., 2013). Based on 
this, questionaires were given to panel of expet1s. These expe11s consulted include 
academicians from Institute of Management sciences (IMS) Bahauddin Zakariya 
University Multan Pakistan, Othman Yeop Abdullah 
(OYA) Graduate School of Business and School of Business Management (SBM), 
University Utara Malaysia as well as some practitioners (potential respondents) from 
surgical instruments manufacturing sector of Pakistan who are familiar with the 
environmental context of the study were consulted to check the clarity and the 
peculiarity of the instruments in Pakistan context. They evaluated and recorded their 
input on relevance, content and suitability of the items adapted to measure the 
constructs. In addition, face validity was done by some PhD scholars at the University 
Utara Malaysia (UUM) who are aware with the clarity and the peculiarity of the 
instruments in Pakistan context. 
Finally, the conections and recommendations were incorporated into the questionnaire 
before pilot study. To gauge the internal consistency of the instrument cronbach's 
alpha coefficient is applied as it is the most accepted test of inter-item consistency 
reliability. Furthe1more, a high reliability standard ranging from 0.715 to 0.869 was 
obtained by running SPSS V22 for data. after running the data by using SPSS v 22, it 
was found that all the constructs have high reliability. The average standard for 
cronbach's alpha coefficient are considered to be 0.60. While value of cronbach's 
alpha coefficient 0.70 and above indicates that insttuments have high level of 
reliability (Suliyanto & Rahab, 2012; Sekaran &Bougie, 2010). Thus, it is established 
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that all the constructs of this study are highly stable and reliable. Table 3.5 provides 
details for the result of reliability test. 
Table 3.5 
Reliability Test of Constructs 
Construct No. of Items Cronbach 's Alpha 
Strategic competency 13 0.835 
Commitment competency 05 0.745 
Conceptual competency 11 0.775 
Opportunity competency 06 0.794 
Organizing and leading 13 0.805 
competency 
Relationship competency 07 0.789 
Learning competency 06 0.715 
Personal competency 09 0.854 
Technical competency 04 0.818 
Ethical competency 06 0.825 
Familism competency 06 0.869 
Social Responsibility 04 0.720 
competency 
Sensing capability 04 0.837 
Leaming capability 05 0.789 
Integrating capability 05 0.729 
Alliance management 09 0.849 
capability 
Reconfiguration capability 04 0.754 
Coordinating capability 05 0.793 
Small Finn Perfonnance 08 0.725 
Total 130 
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3.5 Data Analysis Techniques 
Data analysis techniques refer the procedures and statistical tools by which 
researcher's analyses data and test research hypotheses. This study employed a number 
of techniques for data analysis and procedures for hypothesis testing. Firstly, data 
screening and data cleaning was done in order to deal with any missing values, 
removing the influential outliers and making the data nonnal. For this purpose, the 
entire usable questionnaires were coded and keyed-in to the Statistical Package for the 
Social Sciences (SPSS v22). Then the data was analyzed by employing descriptive 
statistics such as freq~ency distributions and percentages regarding firms' 
demographics. Finally, The Partial Least Squares Structural Equation Modeling 
(PLS-SEM) approach was adopted for data analysis in this study. 
Generally, PLS-SEM is a path modelling statistical method for modelling complex 
multivariate analysis of relationships between latent variables (Esposito Vinzi, Chin, 
Henseler, & Wang, 2010). The PLS-SEM approach is a strong, superior and flexible 
tool for statistical model building as well as the feature of PLS-SEM is to achieve 
prediction objective (Lowry & Gaskin, 2014; Ringle, Wande, & Becker, 2014; Robins, 
2012). Wan Afthanorhan (2013) stresses that reliable and valid confirmatory factor 
analysis is better achieved by using PLS-SEM path modelling. 
PLS-SEM works efficiently with small sample sizes and complex models and makes 
practically no assumptions about the underlying data. For example, different from 
maximum likelihood-based CB-SEM, which requires normally distributed data and 
regression using sum scores, which assume normally distributed residuals, PLS-SEM 
makes no distributional assumptions (i.e., it is nonparametric). In addition, PLS-SEM 
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can easily handle reflective and foonative measurement models, as well as single-item 
constructs, with no identification problems. It can therefore be applied in a wide 
variety of research situations. When applying PLS-SEM, researchers also benefit from 
high efficiency in parameter estimation, which is manifested in the method's greater 
statistical power than that ofCB-SEM (Hair et al., 2017, p.32). For this reason, PLS-
SEM is regarded as a variance-based approach to SEM. And CB- SEM is Covariance 
based. PLS-SEM is an OLS regression-based estimation technique that determines its 
statistical properties. The method focuses on the prediction of a specific set of 
hypothesized relationships among latent constructs (Hair et al., 2017, p. 88-89). 
Consistent with above arguments, PLS-SEM is a statistical tool that has been used by 
several researchers in various research areas in social sciences, including business 
research (Hair Jr., Sarstedt, Hopkins, & Kuppelwieser, 2014 ). PLS-SEM easily 
handling non-normal data because it has flexible assumptions about the normality of 
the distribution of variables (Henseler, Ringle & Sinkovics, 2009). Moreover, PLS is 
suitable for complex models with large number of variables. Similarly, some of the 
benefits of PLS-SEM, such as small sample size and abnormality of data (Sarstedt, 
Ringle, & Hair, 2014). Hence, the PLS-SEM method seems to be more preferable. 
To this end, specifically, PLS-SEM allows for complex models that include chains of 
effects, such as mediation and other more complex relationships (Lowry & Gaskin, 
~014). Consistent with above discussion, PLS-SEM adopted due to the complexity of 
the research model (Hair, et al., 2012) . That is why this study used Smart PLS v3.0 for 
model testing. 
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3.6 Summary of the Chapter 
This chapter detailed the research methodology used for the study in order to achieve 
the objectives stated in chapter one. As it has been reported in this chapter, this study 
is a quantitative research in nature. It highlights the population and sampling in 
addition to providing the rationale for using small finns of surgical instrument sector 
of Pakistan as a unit of analysis. It also outlines the research design, measurement 
instrument used and hypotheses development. It also explains the validity and 
reliability of the instruments. Finally, this chapter details the proposed data collection 
strategy and data analysis techniques as well as the pilot study procedures so as to get 
a valid and reliable instruments. 
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CHAPTER FOUR 
DATA ANALYSIS AND FINDINGS 
4.1 Introduction 
This chapter highlights the results of data analysis collected from the survey in small 
fitms of surgical instruments manufacturing sector of Pakistan. Fu1thermore, 
Statistical Package for Social Science (SPSS) and Partial Least Square- Structural 
Equation Model (PLS-SEM) path modelling were used in the analysis. Before 
presenting the main results, the researcher performs and presents preliminary analysis 
by using SPSS in this chapter, such as response rates, data coding and screening, 
checking and treating missing values, treating outliers, respondent's profile as well as 
descriptive statistics of all latent variables are reported. 
Afterwards, the researcher carries out the main data analysis by using PLS-SEM, 
starting with measurement model analysis. It describes and discusses the measurement 
model which was assessed for determining the individual item reliability, internal 
consistency reliability, convergent validity and discriminant validity. After that, 
discuss the significance of the path coefficients, direct hypotheses testing as well as 
the mediating relationships testing and level of the R-squared values, effect size and 
predictive relevance of the model. Finally, the summary of the results and conclusion 
are presented, these results examine the mediating effect of dynamic capabilities on 
the relationship between entrepreneurial competencies and small firm performance. 
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4.2 Response Rate 
For the purpose of this study, 450 questionnaires were distributed to the sampled sma)I 
firms of surgical instruments manufacturing sector of Pakistan. In order to get high 
response rates, the researcher paid a visit to the chairman of the surgical instruments 
manufacturers association of Pakistan and the president of Sialkot chamber of 
commerce and industry Pakistan asking for help, explaining the objectives and 
significance of the study for the surgical sector in Pakistan. 
The data was collected using the survey questionnaire over the four-months period of 
time from Jan 2017 to April 2017. As a result, 317 questionnaires were returned duly 
responded, which represents about 70 percent of the total questionnaires distributed. 
Out of these returned questionnaires 17, which represent about 4 percent were 
unusable because those questionnaires were not completed and a significant part of 
information was found missing. Whereas, other 4 questionnaires representing 1 
percent were removed from the data usable for analysis for being outliers (Hair, 
Anderson, Tatham, & Black, l 998). However, out of the total number of the returned 
responses, only 296 questionnaires representing about 65 percent of the total 
distributed were found usable for analysis of this study. Accordingly, (Sekaran, 2003) 
highlighted that 35% of response rate is acceptable. 
In this regards, Babbie (2007) clearly stated that a review of social science research 
literature had suggested that a 50 percent response rate is considered adequate for data 
analysis and reporting, whereas 60 percent is good, and 70 percent is very good 
considerably. Therefore, the present study's response rate is considered as good. Thus, 
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the response rate of this study is quite satisfactory and adequate for data analysis. Table 
4.1 shows the summary regarding the response rate of the survey. 
Table 4.1 
Questionnaire Distribution and Response Rate 
Questionnaire 
No. of questionnaires distributed 
No. of questionnaires not responded 
No. of questionnaires returned 
No. of incomplete questionnaires 
No. of questionnaires without outliers/rejected 
No. of outliers/rejected questionnaires 
No. of questionnaires retained/usable 

















Some preliminary analysis need to be can-ied out initially, in order to address the 
research questions (Pallant, 2010). However, to perfotm such preliminary analyses, 
the data must to be coded and entered into a particular data file of a researcher choice, 
depending on the requirements of a study. Accordingly, in this study the researcher 
used SPSS v 22 for coding, screening, and preliminary analysis purposes. 
4.3.1 Data Coding and Screening 
A total number of 300 questionnaires without outliers/rejected were entered into the 
coded SPSS variable view page. However, each item/question was coded based on 
its main variable initials and its serial position in relation to other items under the same 
latent constmct. Thirteen items/questions measuring strategic competency were coded 
as SC0l, SC02, SC03, SC04, SC05, SC06, SC07, SC08, SC09, SClO, SCI 1, SC12 
SC13. Therefore, the same procedure has been applied to all other independent 
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variables of the study. Similarly, for the dependent variable, which is small film 
performance, the same procedure was employed, and thus eight questions reflecting 
this construct were coded as SFP0 l, SFP02, SFP3, SFP4, SFP5, SFP6, SFP7 and 
SFP08. 
For the mediating variable (i.e., dynamic capabilities), the questions/items were 
coded based on each specific dimension they belong to, and their respective serial 
positions. The main constmct that is dynamic capabilities (i.e., DCs) has six 
components namely sensing capability, learning capability, integrating capability, 
alliance management capability, reconfiguration capability and coordinating 
capability. Therefore, the items under each dimension were coded based on the 
dimension name, and its serial point on that particular dimension. For example, four 
items reflecting sensing capability were coded as SN Cl, SNC2, SNC3 and SNC4, and 
this same method has been applied to all other dimensions. 
Accordingly, a11 the responses are entered carefully, after this the next step is to screen 
the data. It is stated that data screening is performed so as to detect missing values and 
outliers (Bhatti et al., 2012). However, apart from checking and replacing missing 
values as well as detecting and treating outliers, other preliminary analysis performed 
in this study include normality and multicollinearity tests as suggested by (Hair, Black, 
Babin, and Anderson, 201 O; Tabachnick & Fidell, 2007). 
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4.3.2 Missing Value Analysis 
In studies that employed quantitative approach, missing data is considered as an issue 
of major attention to many researchers (Cavana, Delahaye, & Sekaran, 2001). In 
addition to that, partial least squares-structural equation modelling (PLS-SEM) is very 
sensitive to be run in the case of existence of missing values. When conducting a 
survey research, it is very uncommon to get a complete data set for all returned 
questionnaires particularly as the respondents are human beings (Pallant, 20 l 0). Thus, 
it is the responsibility of a researcher to detect and treat such missing information 
appropriately. 
In order to detect missing values, frequency table was generated using desciiptive 
statistics (see Appendix H). The result revealed that out of 39000 data points, only 34 
were found randomly missing in the data set, and thus representing only 0.08 percent 
of the whole data gathered. Specifically, as presented in (Appendix H), commitment 
competency, opportunity competency, ethical competency, sensing competency and 
coordinating capability have 1 missing value each, whereas organizing and leading 
competency, personal competency, familism competency, and integrating capability 
have 2 missing values each, further strategic competency, learning competency, 
learning capability and alliance management capability have 3 missing values each, 
however conceptual competency has 4 missing values and finally social responsibility 
competency has 5 missing values. 
However, researchers agree that 5 percent or less missing rate is non-significant 
(Tabanchnic & Fidell, 2007; Schafer, 1999). The percentage of missing values in this 
study's data set is considered as non-significant as it is far below the tolerable value 
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of 5 percent. More importantly, as the missing values occurred randomly and not based 
on a systematic pattern, the researcher may opt to replace the missing values (Pallant, 
2010; Schafer & Graham, 2002; Pigott, 2001). Thus, as these missing values were less 
than 5 percent and had occurred completely at random pattern, the study replaced the 
values by using mean substitution (see Appendix H) as suggested by a number of 
researchers (Hair et al., 2010; Tabachnick & Fidell, 2007; Mislevy, 1991; Little & 
Rubin, 1989; Little, 1988). Thus, in the present study the missing values were replaced 
with mean substitution (see Appendix H). 
4.3.3 Assessment of Outliers 
According to (Hair et al., 2014) the pnmary data collection issues using 
questionnaires that should be addressed is the issue of outliers. Outliers are defined as 
an observation(s) or it subsets that are inconsistent with other observations (Hodge & 
Austin, 2004; Barnett & Lewis, 1994; Barnett & Lewis, 1986). They are observations 
with a distinctive combination of characteristics appears to be markedly different from 
other observations (Hair et al., 2010). An outlying observation(s) may be as a result of 
gross deviation from other observations' direction, and thus it should be discarded 
(Gmbbs, 1974). 
The outliers occur because the respondent answers a particular question or all 
questions extremely (Hair et al., 2014). This is because allowing outliers in a data set 
can strongly affect the estimation of the coefficients and consequently leads to 
misleading results (Verardi & Croux, 2008). However, an outlying observation may 
also be as a consequence of an error in recording or calculation, and thus should be 
corrected (Gmbbs, 1974). In this study, frequency tables were analyzed for the 
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whole variables usmg descriptive statistics and crosschecked the rmmmum and 
maximum statistics to detect any value that might be wrongly entered outside the scale 
point or range. At this stage, none of the observations has been found to be outside the 
scale range. 
According to Hair et al. (2006), detecting outliers based on Mahalanobis distance is 
an advantageous and effective method. This method can set a cut-off point that help 
researchers to define whether a point could be assorted as outlier or not. It is stated that 
multivariate outliers are detected using Mahalanobis distance (D2) , which represents 
the distance of an observation from the centroid (i.e., the point created at the 
intersection of the means of all variables) of the remainders or other observations 
(Tabachnick & Fidell, 2007). The threshold level for the Mahalanobis distance (D2) 
should be 0.00 l (Hair et al., 2010; Hair et al., 2006). Moreover, Hair et al. (2010) 
recommended the multivariate method of detecting outliers as the best suited for 
multivariate analysis. Additionally, treating multivariate outliers will take care of 
univariate outliers. However, treating univariate outliers will not necessarily take care 
of multivariate outliers (Hair Jr. et al., 2010). 
Following the aforementioned discussions, the cunent study had employed 
multivariate method for checking outliers, and employed the chi-square statistics table 
as the guidance to the cut-off point value and 4 questionnaires (i.e., questionnaire 147, 
175,224 and 241) were detected. As a result, these cases were deleted from the dataset 
due to the fact that these outliers could affect the accuracy of the data analysis 
technique. Hence, after deleting these outliers, the final dataset in present study was 
296. 
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4.3.4 Normality Test 
After examination of outliers, the nonnal distribution of the data was assessed. 
Nonnality refers to the symmetrical distribution of data, forming the greatest 
frequency around the mean (Pallant, 2005). Similarly, nonnality as an essential 
assumption of multivariate analysis refers to the shape of the data distribution of a 
metric variable and its correspondence with the normal distribution (Hair et al., 2010). 
Although PLS-SEM is a lenient model that does not require data to be distributed 
normally, it is imp011ant to check if the data is not too far from being normal (Hair et 
al., 2013). Neve11heless, Hair et al. (2014) as well as Hair et al. (2012) suggested that 
researchers should consider the data distribution. Their argument was based on the 
view that, extremely skewed data increase bootstrap standard errors (Chernick, 2008), 
and thus may underestimate the statistical significance of path coefficients (Hair et al., 
2012; Dijkstra, 1983). 
Among different ways to assess normality, it is recommended to use skewness and 
kurtosis values to show the nature of data distribution (Pallant, 2005). Consequently, 
to check the normality, i.e., assessing possible deviation from normality and the shape 
of the distributions, this study applied statistical method of skewness and kurtosis 
(Tabachnick & Fidell, 2013; Kline, 2011; Hair et al., 2010; Curran, West & Finch, 
1996; West, Finch, & Curran, 1995). Furthermore, Hair et al. (2010) argued that both 
the Skewness and Kurtosis have empirical measures in various statistical programs. 
However, Tabachnick and Fidell (2013) state that deviation from normality of 
skewness and kurtosis often do not make a substantive difference in the analysis when 
the samples is more than 200. 
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According to Kline ( 1998), the threshold values of skewness must be ranged between 
+ 3 and -3 is acceptable. In respect to the cut-off point of kurtosis values range, it is 
recommended to be between + 7 and -7 (Hu, Bentler & Kano, 1992). Consistent with 
the arguments, according to Curran et al. (1996) and West et al. (1995), skewness 
values should be less than 2 and kurtosis values should be less than 7 is satisfactory. 
Additionally, following similar argument Kline (2011) states that the absolute value 
of skewness greater than 3 and kurtosis value greater than 10 may indicate a problem; 
and values above 20 may indicate a more serious problem. Based on this 
recommendation, the results in Table 4.2 showed that the skewness values of the 
constructs under this study are found to be within the range of + 3 and -3 (Kline, 2011; 
Kline, 1998; Curran et al., 1996; West et al.,1995), futiher all kurtosis values are in the 
range within +7 and -7 (Kline, 2011; Curran et al., 1996; West et al.,1995; Hu et al., 
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SC=Strategic Competency; CMC= Commitment Competency; CNC= Conceptual Competency; 
OC=Opportunity Competency; OLC= Organizing and Leading Competency; RC=Relationship 
Competency; LC= Leaming Competency; PC= Personal Competency; TC= Technical Competency; 
EC= Ethical Competency; FC= Familism Competency; SRC= Social Responsibility Competency; 
SNC= Sensing Capability; LC= Leaming Capability; IC= Integrating Capabi lity; AMC= Alliance 
Management Capability; RFC= Reconfiguration Capability; CC= Coordinating Capability; SFP= Small 
Firm Performance. 
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4.3.5 Multicollinearity Test 
Multicollinearity refers to the relationship between two or more exogenous variables, 
where multicollinearity problem occurs when the latent independent variables are 
highly correlated to each other (Tabachnick & Fidell, 2013; Hair et al., 2010; Pallant, 
2010). The existence of multicollinearity among the exogenous variables can 
significantly affects the quality of the estimation of coefficients and thus the statistical 
significance and reduced power of the statistical test of the interaction (Hayes, 2013; 
Tabaclmick & Fidell, 2007; Hair et al., 2006; Chatte1jee & Yilmaz, 1992). 
Therefore, when two or more variables are highly correlated, it means they contain 
unnecessary infonnation. Not all are needed in the same analysis because they increase 
the error terms. It is highly recommended to test multicollinearity among the 
independent variables of the study before testing the study model (Hair et al., 2010). 
To detect the multicollinearity, there are different methods such as tolerance and 
variance inflation factor (VIF) and correlation matrix (Hair et al., 201 0; Pallant, 2010). 
Therefore, in this study, multicollinearity was tested first by examining correlation 
matrix and secondly, by tolerance and VIF level for the independent variables. 
The correlation matrix of the independent variables was examined to find out if there 
is any indication of high correlations among the variables. According to Hair et al. 
(20 I 0), multicollinearity exists when correlation between independent variables is 
higher than the threshold 0.9 (i.e., r=0.9). As can be seen in Table 4.3, the conelations 
between all the latent independent variables are below the cut-off point of 0.9. Thus, 
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this indicates that there is no existence of multicollinearity among these variables 
based on the correlation matrix (Hair et al., 2010; Pallant, 2010). 
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Table 4.3 
Multicollinearity Test: Correlation Matrix (n=296) 
SC CMC CNC oc OLC RC LC PC TC EC FC SRC SNC LNC IC AMC RFC cc 
SC I 
CMC .303'* l 
CNC .157" .062 
oc .479" .315 .. .041 
OLC .037 .055 .070 .058 I 
RC .127' .051 -.064 . 15 l " -.029 1 
LC -.001 .099 .030 -.033 - 044 -.052 
PC . 003 -.008 .015 .010 .50 I .. .107 .012 l 
TC .049 . IOI -.029 .094 .006 .133" .031 .049 
EC -.074 - 044 .066 -.018 .304" -.012 .OIO .449" .013 
FC -.028 -.046 -.03 l -.OIO -.054 -.059 -. IOI - 078 -.187" .004 l 
SRC . 026 .046 . 122' .065 023 -.060 -.013 -.040 -.205 .. -.033 .033 l 
SNC .519" .327"' .068 .547" .172 .. .120· .043 . 110 . 167" .088 -.161 •• .049 I 
LNC .418" .330"· .070 .423° .184" .050 .019 .070 .082 .070 -.014 .040 .680'" 1 
IC .378" .392" .044 .496 .. .149' .242° .029 .075 .133' -.030 -.031 .076 . 482"' .428 .. 
AMC _375~ .1sr· .016 .325 .. .048 .079 -.035 .053 .105 -.043 -.058 .108 _399~ .330 .. .328'" l 
RFC _525•• .297"' .078 .372 .. .025 . 153"' -.040 .064 .056 -.055 -.051 .139' .604" .526" .488" .575' I 
cc 4 ......... . .).) .297" .006 .525" . 099 . I 74" .008 .097 . 197 .. -.016 -.056 .073 . 528" .458" .548 .. .062 .529 .. 
SC=Strategic Competency; CMC= Commitment Competency; CNC= Conceptual Competency; 0C=0pportunity Competency; 0LC= Organizing and Leading Competency; 
RC=Relationship Competency; LC= Leaming Competency; PC= Personal Competency; TC= Technical Competency; EC= Ethical Competency; FC= Familism Competency; 
SRC= Social Responsibility Competency; SNC= Sensing Capability; LC= Learning Capability; IC= Integrating Capability; AMC= All iance Management Capability; RFC= 
Reconfiguration Capability; CC= Coordinating Capability; SFP= Small Firm Performance. 
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Secondly, multicollinearity was tested through examination of tolerance and VIF by using 
the SPSS collinearity diagnostics result. As recommended, this is the most important and 
reliable test of multicollinearity (Hair et al., 2014; Hair, Ringle, & Sarstedt, 2011; Hair et 
al., 2010). According to Hair et al. (2014) it is suggested that a tolerance level of 0.20 and 
below or a VIF value of 5 and above indicates the presence of multicollinearity among 
variables. 
Table 4.4 
Mulicollinearity Test: Tolerance and VJF (n=296) 

























































SC=Strategic Competency; CMC= Commitment Competency; CNC= Conceptual Competency; 
OC=Opportunity Competency; OLC= Organizing and Leading Competency; RC=Relationship 
Competency; LC= Learning Competency; PC= Personal Competency; TC= Technical Competency; EC= 
Ethical Competency; FC= Farnilism Competency; SRC= Social Responsibility Competency; SNC= Sensing 
Capability; LC= Learning Capability; IC= Integrating Capability; AMC= Alliance Management Capability; 
RFC= Reconfiguration Capability; CC= Coordinating Capability; SFP= Small Firm Performance. 
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From Table 4.4 above, it is clear that the tolerance ranges between 0.26 and 0.95 
substantially greater than 0.2 and VIF ranges from 1.05 and 3.79 considerably less than 5. 
In line with Hair et al. (2014), that the tolerance values below 0.20 and VIF values above 
5 indicate high multicollinearity, this result shows that multicollinearity does not exist in 
this study. To sum, both correlation matrix, as well as collinearity statistics using tolerance 
and VIF have proved that the exogenous latent variables of this study are free from any 
multicollinearity problem. 
4.3.6 Test of Non-Response Bias 
In a survey research, non-response represents the inability of a researcher to obtain data 
from some of the subjects been sampled, whereas non-response bias concerns with the 
bias caused by this failure (Hawkins, 1975). Similarly, Berg (2005) highlighted that non-
response bias refers to the errors one is likely to make for the estimation of a population 
characteristic based on a sample of survey data. Even though some researchers have 
argued that the change in non-response rate may not necessarily improve a survey result, 
it is essential to understand the possible impact of non-response bias on the quality of the 
result of a survey research as it can significantly affect the ability to generalize the research 
findings (Collier & Bienstock, 2007). This is because it was argued that if responded 
subjects differ significantly with those who do not, that result cannot be generalized to the 
entire population (Armstrong & Overton, 1977). 
However, researchers suggested that the early and late respondents can be compared to 
analyze non-response bias (Wang & Lamb, 1983). The time-trend extrapolation approach 
is suggested for estimating the possibility of non-response bias. This approach compares 
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responses that were received early and late (Armstrong & Overton, 1977). In addition, 
despite the high response rate in this study, the potential difference between respondents 
who responded first and those who responded late were compared using the study 
variables. Therefore, this study divided the responses into two groups (i.e., early and late 
groups) based on the time the questionnaires have been returned to the researcher (Vink 
& Boomsma, 2008). The first group is considered as an early response (i.e., responded 
between 20th of January 2017 to 28th of February 2017. The second group is termed as 
late response group (i.e., responded after 28th of February 2017). Based on such grouping, 
the 118 usable returned questionnaires belong to the early response group (i.e., 118 
responses), whereas 178 usable returned questionnaires belong to the late response group 
(i.e., 178 responses) (see Table 4.5). 
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Table 4.5 
Test of Non-Response Bias: Independent-Samples T-Test (296) 
Levene's Test for 
Equality of Variances 
Constructs Group N Mean SD F Sig. 
SC Early response 118 3.45 0.70 0.83 0.36 
Late response 178 3.46 0.63 
CMC Early response 118 3.84 0.65 0.83 0.36 
Late response 178 3.84 0.64 
CNC Early response 118 4.10 0.48 0.78 0.38 
Late response 178 4 .01 0.59 
oc Early response 118 3.59 0.67 0.01 0.94 
Late response 178 3.49 0.71 
OLC Early response 118 3.81 0.55 2.78 0.10 
Late response 178 3.8 1 0.48 
RC Early response 118 3.92 0.59 0.18 0.67 
Late response 178 3.84 0.59 
LC Early response 11 8 4.08 0.60 1.07 0.30 
Late response 178 3.97 0.69 
PC Early response 118 3.73 0.69 0.08 0.77 
Late response 178 3.65 0.66 
TC Early response 118 4.08 0.67 0.04 0.84 
Late response 178 3.97 0.75 
EC Early response 118 2.98 0.85 0.54 0.47 
Late response 178 2.95 0.76 
FC Early response 118 3.71 0.91 0.01 0.92 
Late response 178 3.90 0.91 
SRC Early response 118 3.89 0.74 3.63 0.06 
Late response 178 3.75 0.89 
SNC Early response 118 3.74 0.81 0.82 0.37 
Late response 178 3.70 0.83 
LNC Early response 118 3.64 0.59 3.28 0.07 
Late response 178 3.61 0.69 
IC Early response 118 3.77 0.66 0.20 0.66 
Late response 178 3.69 0.68 
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Table 4.5 (Continued) 
AMC Early response 118 3.79 0 .61 0.39 0.53 
Late response 178 3.81 0.66 
RFC Early response 118 3.79 0.78 0.01 0.90 
Late response 178 3.83 0 .77 
cc Early response 118 3.94 0.63 0.62 0.43 
Late response 178 3.89 0.62 
SFP Early response 118 4 . 19 0.56 0.03 0.86 
Late response 178 4 . 10 0.59 
"'p < 0.05 
SC= Strategic Competency; CMC= Commitment Competency; CNC= Conceptual Competency; OC= Opportunity 
Competency; OLC= Organizing and Leading Competency; RC= Relationship Competency; LC= Leaming 
Competency; PC= Personal Competency; TC= Technical Competency; EC= Ethical Competency; FC= Familism 
Competency; SRC= Social Responsibility Competency; SNC= Sensing Capability; LC= Learning Capabi lity; IC= 
Integrating Capability; AMC= Alliance Management Capability; RFC= Reconfiguration Capabi lity; CC= Coordinating 
Capability; SFP= Small Finn Performance. 
Moreover, to test the significant level of the difference between such response groups, the 
study employed independents-samples t-test, and the difference is compared using 
Levene's test for equality of variance at 0.05 significance level (Coakes, 2013; Pallant, 
2010; Field, 2009). 
Table 4.5 reveals that the group mean for early response and late response are not very 
different. In general, the results showed that the equal variance significance values for all 
the variables of the study were not significant, which were higher than 0.05. However, t-
test indicates that there is no significant difference between early respondents and late 
respondents based on this study variable. 
Therefore, the study assumed that there is no any element of non-response bias in the data. 
Hence, the responded subjects represent all other elements of the study population, and 
consequently the results of this study can be generalized to all the study's population. 
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More so, as the response rate is above 50 percent considerably, the issue of non-response 
bias is however not a major concern in this study (Lindner & Wingenbach, 2002). Thus, 
it is concluded that the nonresponse bias is not a matter of concern for the present study. 
4.3.7 Common Method Variance Test 
Common method variance (CMV) is defined as the amount of spurious covariance shared 
among variables caused by using the same method to measure each variable in a study 
because the common method is used in the collection of data (Buckley, Cote & Comstock, 
1990), and may lead to invalid conclusions about relationships between variables 
(Podsakoff, MacKenzie, & Podsakoff, 2012; Conway & Lance, 2010). However, common 
method bias appears to be a potential problem of behavioral research, and the researchers 
generally see method bias as a potential problem because it is the primary source of 
measurement error (Podsakoff, MacKenzie, Lee & Podsakoff, 2003). 
There are many arguments on the extent of seriousness of common method bias on data 
(Bagozzi, 2011 ). It is therefore an important consideration in this study. There are 
procedures and statistical techniques to treat common method variance. In this study data 
gathered from a single source is concerned with method bias (Spector, 2006; Lindell & 
Whitney, 2001), and thus CMV needs to be examined. Consequently, to control and 
examine method variance, the study employed two fundamental approaches as noted by a 
number ofresearchers (MacKenzie & Podsakoff, 2012; Williams, Hartman, & Cavazotte, 
2010; Podsakoff et al., 2003). These are procedural and statistical remedies (MacKenzie 
& Podsakoff, 2012; Podsakoff et al., 2012; Viswanathan & Kayande, 2012; Williams et 
al., 2010; Chang, van Witteloostuijn, & Eden, 2010). 
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Specifically, procedural remedies employed in this study are; first the questionnaire design 
avoided complicated wordings. In addition, the scale items have been written in a clear 
and precise way, which is less subjected to bias. Second, the researcher provided clear 
instructions on how to complete the questionnaire, and a clear definition of each concept 
in order to avoid confusion. Third, the researcher has ensured the confidentiality of the 
respondents, which has been written boldly on each copy of the questionnaires. For 
minimizing the effects of common method variance the present study followed on several 
procedural remedies (MacKenzie & Podsakoff, 2012; Podsakoff et al., 2012; Viswanathan 
& Kayande, 2012; Podsakoff et al., 2003). 
Apart from the above remedies, this study employed one of the most commonly used 
statistical technique in the literature, which is Harman ' s single-factor (Podsakoff et al., 
2003). This technique has been used by several researchers to address the problem of 
common method variance (Aulakh & Gencturk, 2000; Andersson & Bateman, 1997; 
Organ & Greene, 1981 ). To test method bias using Harman's (1968) single factor, all items 
of the principal constructs are to be entered into principal component factor analysis 
(Podsakoff & Organ, 1986). Therefore, it indicates existence of method bias when the 
factor analysis provides only one single factor, or when a single factor represents the 
greatest part of the covariance among the measures (Podsakoff et al., 2003). 
Hence, the analysis yielded nineteen constructs explaining sixty percent of the cumulative 
variance (see Appendix I). Besides, the first (largest) factor explained only 12. 71 % of the 
total valiance, the value of which cannot be considered as the greatest as it is not higher 
than 50% of the covariance (Kumar, 2012). Moreover, in this study, no single factor 
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accounted for more than 50% of the variance. This is in line with Podsakoff et al. (2003) 
and Lowry and Gaskin (2014), who argue that common method bias is present when a 
single factor explains more than 50% of the variance. Based on the above results of the 
Ha1man's single-factor analysis, it is assumed that the common method variance (CMV) does 
not exist between the present study's constructs (Podsakoff et al., 2003). 
4.3.8 Demographic Profile of Respondents 
In this segment, the frequency distribution and percentage of participants are presented 
based on their demographic characteristics. Particularly, the demographic variables 
examined in this study include age of the respondents, marital status of the respondents, 
their positions in their firms, their educational levels, age of theirs firms, number of their 
employees, are they member associations, how active they are as member of associations, 
are they founder of business or inherited business, their experience and percentage of share 
they have in the firm. However, these frequencies as well as percentages of the participants 
based on the aforementioned characteristics are presented in Table 4.6. 
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Table 4.6 
Demog_raphic Profile of.Respondents: Frequency Distribution (296) 
Age Freguencl'. Percentage Cumulative Percentage 
21 -30 years 20 6.8 6.8 
31 - 40 years 31 10.5 17.2 
41 - 50 years 114 38.5 55.7 
51 -60 years 95 32.1 87.8 
61 i'.ears and above 36 12.2 100 
Marital Status 
Single 32 10.8 10.8 
Man-ied 254 85.8 96.6 
Seearated 10 3.4 100 
Position 
Owner/Manager 266 89.9 89.9 
Manager 25 8.4 98.3 
Others 05 1.7 100 
Education 
(HSSC) 66 22.3 22.3 
Diploma 57 19.3 41.6 
Degree 97 32.8 74.3 
Postgraduate 70 23.6 98.0 
Others 6 2 100 
Age of Finn 
Less than I year 11 3.7 3.7 
1-5 years 15 5.1 8.8 
6-10 years 26 8.8 17.6 
11-15 years 51 17.2 34.8 
16-above 193 65.2 100 
Number of Employees 
01-09 0 0 0 
10-35 296 100 100 
Above 35 0 0 JOO 
Member of any 
Association 
Surgical Instruments 20 6.8 6.8 
Manufacturing 
Association of Pakistan 
(SIMAP) 
Sialkot Chamber of 0 0 6.8 
Commerce and Industry 
Pakistan (SCCI) 
Both 276 93.2 100 
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Table 4.6 (Continued) 
How Active are you as a 
member of the 
association 
Not active 0 0 0 
Moderately active 36 12.2 12.2 
Active 195 65.9 78 
Very active 65 22 100 
Are you 
Founder of business 155 52.4 52.4 
Inherited business 141 47.6 100 
Experience 
Less than 1 year 13 4.4 4.4 
01-03 years 07 2.4 6.8 
04-06 years 22 7.4 14.2 
07-09 years 15 5.1 19.3 
Above 09 years 239 80.7 100 
Percentage of the share 
you have in firm 
Less than 25% 0 0 0 
25% -50% 3 1 1 
51%-75% 34 l l.5 12.5 
Above 75% 259 87.5 100 
As indicated in Table 4.6, With regard to the respondents' age, the majority of respondents 
are between the age of 41-50 years 38.5%, while 32.1 % of respondents are between the 
age of 51-60 years, 12.2% ofrespondents are above 61 years, I 0.5% of them are the age 
of 31-40 years and 6.8 % respondents are belonging to 21 to 30 years' age group. With 
respect to the marital status of the respondents the majority of the respondents are married, 
which is equivalent to 85.8% of the total responses usable for the analysis of this research, 
whereas 10.8% percent of the total respondents are unmarried and 3.4% of the total 
respondent's marital status is separated. 
Regarding the positions of the study's participants m their respective firms, 89.9% 
respondents representing are owner/manager, 8.4% percent of the usable responses are 
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managers and lastly 1.7% percent responded by others. This indicates more than half of 
the small firms of surgical sector of Pakistan are managed by the owner/manager. On the 
other hand, concerning their educational qualifications, 32.8% of the respondents have 
degree qualification. Whereas, 23.6% respondents have postgraduate qualifications, 
22.3% respondents have higher secondary school certificates (HSSC), 19 .3 % respondents 
have diploma, and lastly the least percentage as 2% are belong to others category. 
With respect to years in operation the next category of the respondents' characteristics is 
concerned with their firm age. As shown in Table 4.6, 65.2% of the respondent's finns 
participated in this research have existed 16 years and above. 17.2% of the respondent's 
finns exist between 11 to 15 years, while 8.8% of their firms exist between 6-10 years. 
On the other hand, 5.1 % respondents from the finns exist between 1 to 5 years of 
operation. Lastly, only 3.7% of the study total respondent's firms exist for less than a year 
during the period of this study's data gathering. To sum, as mentioned earlier, the majority 
of the respondents in this study their various firms exist for quite long time (i.e., from 16 
years and above), while only a few number exist especially for less than a year of 
operation. Further, the number of employees manages by each owner/manager or manager 
or others is the important demographic variable in this study as shown in Table 4.6. This 
study focus on only small firm of surgical instruments manufacturing sector of Pakistan. 
That is why, Specifically, I 00% percent of the study respondent's firms are small have 
only 10 to 3 5 employees. As such, all firms observed in this study are small. 
With respect to the member of any association, 93.2% of the study respondent's firms are 
member of surgical instruments manufacturing association of Pakistan (SIMAP) as well 
200 
as Sialkot chamber of commerce and industry (SCCI). Further, 6.8% are member of only 
SIMAP. This is clearly indicated that majority of the small firms are member of both 
associations SIMAP and SCCI. In addition, to confirm whether the respondents are active 
member of the association, whereas 65.9% respondents representing only active members 
of their respective associations, 22% of the respondents representing very active members 
of their respective associations. However, 12.2% of the respondents representing 
moderately active members of the associations. The next category of the respondents' 
characteristics is concerned with to confirm respondents are founder of the business or 
inherited business. Table 4.6 reflects that 52.4% of the respondents are founder of the 
business and rest of 47.6% of the respondents carried their business as inherited. 
With respect to the work experience of study respondents, the results show that the 
majo1ity of the respondents have above 9 years of experience representing 80.7%, 
followed by the respondents who have 4-6 years of experience representing 7.4%, further 
5.1 % of the respondents have 7-9 years work experience, 2.4% of the respondents have 1-
3 years work experience and only 4.4% of the respondents have less than 1-year 
experience. This indicates that the respondents of this study are knowledgeable regarding 
the situation of their institutions as well as the investigated practices under the study. 
Finally, the findings regarding respondent's percentage of share in their firms, 87.5% of 
the respondents have above 75% of share in their respective firms, 11.5% of the 
respondents have 51-75% of the share in their firms and only 1% of the respondents have 
25-50% of the share in their firms. This shows that the majority of the respondents have 
maximum share in their firms. 
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4.3.9 Descriptive Statistics of Latent Constructs 
This section presents the descriptive statistics of the latent variables of this study. 
Basically, the mean (i.e., the sum of all observed outcomes from the sample divided by 
the total number of events) and standard deviation (i.e., the measure that is used to quantify 
the amount of variation or dispersion of a set of data values) were computed to determine 
the descriptive characteristics of the study' s variables as shown in the Table 4. 7. 
Table 4.7 
Descriptive Statistics of Constructs: Mean and Standard Deviation 
Variables N Mean SD 
SC 296 3.45 0.66 
CMC 296 3.84 0.64 
CNC 296 4.05 0.55 
oc 296 3.53 0.70 
OLC 296 3.8 1 0.51 
RC 296 3.87 0.59 
LC 296 4.01 0.66 
PC 296 3.68 0.67 
TC 296 4.01 0.72 
EC 296 2.96 0.79 
FC 296 3.83 0.91 
SRC 296 3.78 0.83 
SNC 296 3.72 0.82 
LNC 296 3.62 0.65 
IC 296 3.72 0.67 
AMC 296 3.80 0.64 
RFC 296 3.82 0.77 
cc 296 3.91 0.62 
SFP 296 4.14 0.58 
SC=Strategic Competency; CMC= Commitment Competency; CNC= Conceptual Competency; 
OC=Opportunity Competency; OLC= Organizing and Leading Competency; RC=Relationship 
Competency; LC= Learning Competency; PC= Personal Competency; TC= Technical Competency; EC= 
Ethical Competency; FC= Familism Competency; SRC= Social Responsibility Competency; SNC= Sensing 
Capability; LC= Learning Capability; IC= Integrating Capability; AMC= Alliance Management Capability; 
RFC= Reconfiguration Capability: CC= Coordinating Capability; SFP= Small Firm Perfonnance. 
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The present study used five-point Likert scale in order to measure all the latent variables, 
this scale was anchored by 1 =strongly disagree and 5=strongly agree. Table 4. 7 presented 
the descriptive statistics results for the latent variables of the present study. The descriptive 
in Table 4.7 has revealed that the mean as well as the standard deviation of strategic 
competency is 3.45 and 0.66 respectively. Similarly, the mean and standard deviation for 
other independent variables are respectively, 3.83 and 0.64 for commitment competency; 
4.05 and 0.55 for conceptual competency; 3.53 and 0.70 for opportunity competency; 3.81 
and 0.51 for organizing and leading competency; 3.87 and 0.59 for relationship 
competency; 4.0 l and 0.66 for learning competency; 3.68 and 0.67 for personal 
competency; 4.01 and 0.72 for technical competency; 2.96 and 0.79 for ethical 
competency; 3.83 and 0.91 for familism competency; 3.78 and 0.83 for social 
responsibility competency. 
These results suggest that owners-managers of small firm of surgical instruments 
manufacturing sector of Pakistan have emphasized on the importance of entrepreneurial 
competencies for achieving better firm performance. In addition to this, the standard 
deviation suggested that these owners/managers had no significantly different opinions 
with regards to the importance of entrepreneurial competencies and overall firm 
performance of surgical instruments manufacturing sector of Pakistan. 
Equally, the situation is the same in the case of mediating variable dynamic capabilities 
(sensing capability, learning capability, integrating capability, alliance management 
capability, reconfiguration capability, coordinating capability), in which the mean and 
standard deviation for sensing capability is 3.72 and 0.82 respectively; 3.62 and 0.65 for 
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learning capability; 3.72 and 0.67 for integrating capability; 3.80 and 0.64 for alliance 
management capability; 3.82 and 0.77 for reconfiguration capability; 3.91 and 0.62 for 
coordinating capability. These values suggest that owners/managers of surgical 
instmments sector of Pakistan perceived dynamic capabilities as an important factor along 
with entrepreneurial competencies for firm performance. For the dependent variable (i.e., 
small finn performance), on the other hand, this construct has the mean of 4.14 and the 
standard deviation of0.58. These values also indicate that respondents tended to be agreed 
with statements indicating the practicability or existence of the concepts in their respective 
firms. However, the means of the latent variables of this study indicate that the average 
option chosen by respondents. On the other hand, it indicates that data points are closed 
to the mean, as the standard deviations of all latent variables are not up to l. 
4.4 PLS-SEM Path Modeling 
The quality model assessment was done using the software package PLS-SEM, version 
3.0 (Sarstedt, Ringle, Smith, Reams & Hair, 2014). This software has been widely used 
by many researchers from different disciplines, such as marketing, management, 
management information system, organizational behaviour and customer behaviour 
(Henseler, Ringle & Sinkovics, 2009). In order to use PLS-SEM, it is important to conduct 
advanced analyses which extend and distinct the initial PLS-SEM findings in order to get 
valid and complete understanding of the results (Hair et al., 2014). The PLS-SEM path 
model consists of two elements. In doing so, the study adopted the two-step process, 
namely (i) measurement model also called the outer model in the PLS-SEM and (ii) 
structural model also known as the inner model in the PLS-SEM to assess and interpret 
the results of the PLS path model (Hair et al.2014; Hair et al. 2012; Urbach & Ahlemann, 
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2010). In other words, PLS-SEM is used to analyze the direct and mediating results of 
this study. Figure 4.1 represents the procedures of PLS-SEM path model assessment 
employed in the current study (Hair et al., 2014; Klamer, Sarstedt, Hoeck, & Ringle, 2013; 
Henseler et al., 2009). 
Before conducting the PLS-SEM analysis, there is a need to configure the model in a 
way that it will be clearly understood. To do this, indicators should be clarified to establish 
which indicators are formative if any, and which are reflective. It is essential to note that 
model configuration is vital because approach in testing reflective measmement model is 
quite different from approach used in testing formative measurement model (Hair Jr. et 
al., 2013; Lowry & Gaskin, 2014). 
However, this study concerns reflective measurement models. A reflective measurement 
model is a type of measurement model in which the direction of arrows is from the latent 
variable to the assigned indicators, signifying the assumption that the latent variable 
causes the measurement of the items or indicator variables. On the other hand, the 
structural model is an element of the PLS-SEM path modeling, which contains latent 
variables and the relationship between them. PLS-SEM was used in this study to evaluate 
the outer model (measurement model) and the inner model (structural model). In other 
words, PLS-SEM was used to analyze the direct and mediating results of this study. Figure 
4.1 represents the procedures of PLS-SEM path model assessment employed in the current 
study (Hair et al., 2014; Klamer et al. , 2013; Henseler et al., 2009). 
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Figure 4.1 
• Examining lndlvldual Hem Rellablllty 
• Ascertaining Internal Coneletency Rellablllty 
• Ascertaining Convergent Validity 
• Ascertaining Discriminant Validity 
• Asaeaalng Significance of Path Co.fflclenta 
• Evaluating R .. quare (R-) level 
• Determining the Effect Size (F") 
• Predictive Relevance (Q8) of the Model 
The Mediating Relationahlpa TeaUng 
Two-Step Process of PLS-SEM Path Assessment 
The next subsections present and report the results of quality model assessment, 
measurement model test and structural model test, for this study. 
4.4.1 Assessment of Measurement Model 
The worthiness of the measurement was evaluated in order to confinn the validity and 
reliability of the output of the analysis processes by using the PLS-SEM technique. Based 
on Hair et a I. (20 14 ), Hair et al. (201 1) and Henseler et al. (2009), this study assessed 
individual item reliability, internal consistency reliability, convergent validity and 
discriminant validity before testing the hypotheses of the model. Following these 
206 
instructions and each of these steps were performed and the details are provided below: 
Figure 4.2 depicted below showed the original research model, including measurement 
items, dimensions, variables and the hypothesized relationships and in Figure 4.3 each 







4.4.1.1 Individual Item Reliability 
In order to ascertain the individual item reliability and other measurement model 
assessments, the study performed PLS algorithm as presented in Figure 4.2. The indicator 
reliability was examined according to outer loadings of each measure intended to measure 
a construct (Hair et al., 2014; Valerie, 2012; Hair et al., 2011). The researchers have also 
provided a rule of tbumb for retaining the items, the loading must be greater than 0.40 
whereby they have advised to retain items (Hair et al., 2014). 
Table 4.8 
Measurement Model: Reliabilit}!_ and Converg_ent Validi!l._ 
Cronbach's 
CR AVE Construct second-order Items Loading Aieha 












CNC CNCI0 0.707 0.820 0.860 0.509 
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SC=Strategic Competency; CMC~ Commitment Competency; CNC= Conceptual Competency; 0C=0pportunity 
Competency; 0LC= Organizing and Leading Competency; RC=Relationship Competency; LC= Learning 
Competency; PC= Personal Competency; TC= Technical Competency; EC= Ethical Competency; FC= 
Familism Competency; SRC= Social Responsibi lity Competency; SNC= Sensing Capability; LC= Learning 
Capability; IC= Integrating Capability; AMC= Alliance Management Capability; RFC= Reconfiguration 
Capability; CC= Coordinating Capability; DC= Dynamic Capabilit ies; SFP= Small Finn Performance. 
The measurement model results of the present study have revealed that out of 130 items, 
27 were deleted due to their lower loadings than the above suggested threshold. Thus, in 
the whole model 103 items were retained due to their loadings range between 0.47 and 
0.92. Table 4.8 provides detailed information on item loadings. To conclude that based on 
the criterion given by Hair et al. (2014), all the remaining items are reliable to measure 
their respective reflective latent constructs. 
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4.4.1.2 Internal Consistency Reliability 
Internal consistency reliability usually measures the consistency of result between items 
of the same construct. It measures whether the proposed items measuring the construct are 
producing similar scores (Hair Jr. et al., 2013). In order to test the internal consistency 
reliability, Cronbach's alpha along with composite reliability (CR), the most common 
indicators utilized to check the reliability of the internal consistency in the organizational 
research discipline, are utilized in the study (Peterson & Kim, 2013). For the Cronbach 's 
alpha, it is very sensitive to the number of items in the measure so it tends to underestimate 
the internal consistency reliability of the measures. Therefore, it can be utilized as a 
conservative method to measure the internal consistency reliability (Hair et al., 2014). 
However, composite reliability (CR) into account of the various outer loadings of 
respective indicators, it provides less biased estimate of the reliability. Hence, it was 
suggested that CR is more appropriate for PLS-SEM (Hair et al., 2014). Thus, the present 
study used composite reliability (CR) and Cronbach 's alpha for assessing internal 
consistency reliability. The threshold values of both Cronbach' s alpha and composite 
reliability (CR) values should be higher than 0.70 (Valerie, 2012; Hair et al., 2011; 
Tenenhaus, Esposito, Chatelin & Lauro, 2005). As shown in Table 4.8, the CR of all the 
reflective constructs in this study ranges from 0.81 to 0.93. In addition, all the Cronbach's 
alpha values of all constructs ranged between 0. 70 and 0.91. Going by the aforementioned 
rule of thumb of 0.70 and above for the acceptable values of composite reliability (CR) 
and Cronbach 's alpha (Hair et al., 2014). Thus, it can be concluded that the internal 
consistency reliability of the measures was verified and confirmed. 
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4.4.1.3 Convergent Validity 
Convergent validity is the type of reflective construct's validity that assesses how a 
particular measure truly measures what it has intended to measure and correlates 
positively with other alternative measures of the same construct (Hair et al., 2006). Hence, 
it shows the degree of correlation among the measures of the same construct (Hair Jr. et 
al., 2013). In order to verify the convergent validity on the construct level, Hair et al. 
(2014) suggested using the average variance extracted (AVE) as it has become a 
widespread method. As a rule of thumb, the A VE of each latent construct should be equal 
or higher than 0.50 for establishing adequate convergent validity (Hair et al., 2014; 
Valerie, 2012; Hair et al., 2011). Specifically, based on PLS-SEM algorithm results that 
is presented in Table 4.8 showed that all the values of A VE were in the acceptable range 
between 0.50 and 0.73 indicating an adequate convergent validity. Thus, the convergent 
validity was confirmed in the study. 
4.4.1.4 Discriminant Validity 
Discriminant validity is defined as the extent to which a specific latent construct is 
different from other latent constructs (Duarte & Raposo ,20 l 0). In other words, the 
measures of constructs that are not related to each other (Hair et al., 2013). Basically, there 
are two methods for assessing the discriminant validity (Hair et al., 2014). The most 
conventional approach in assessing discriminant validity is Fornell-Larcker criterion. 
Others include cross-loading examination method, which is considered more liberal, since 
it is likely to have more constructs exhibiting discriminant validity (Hair et al., 2013). The 
first method employed in this study is what has been termed as Fornell-Lacker criterion. 
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According to this method, a reflective construct has discriminant validity when the 
square root of its A VE is higher than its correlation with any other reflective construct in 
the same model (Fornell & Larcker, 1981). The square root of AVE in bold is greater than 
its highest construct's correlation with any other constructs. Thus, it is concluded that 
discriminant validity on the construct has been established (Hair et al. , 2013; Henseler et 
al., 2009). Based on this criterion, all the reflective latent constructs of this study have 
achieved discriminant validity (see Table 4.9). 
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Table 4.9 
Measurement Model: Discriminant Validity (Fornell-Lacker Criterion) 
CMC CNC DC EC FC LC oc OLC PC RC SC SFP SRC TC 
CMC 0.769 
CNC -0.016 0.713 
DC 0.457 0.105 0.773 
EC -0.020 0.067 -0.0 11 0.819 
FC -0.116 -0.015 -0. I 58 -0.021 0.859 
LC 0.116 0.022 0.033 -0.005 -0.098 0.754 
oc 0.423 0.080 0.586 -0.001 -0.052 0.019 0.760 
OLC 0.123 0.058 0.160 0.291 -0.057 -0.019 0.053 0.722 
PC 0.051 0.041 0.155 0.393 -0.089 0.000 0.026 0.545 0.753 
RC 0.◊31 -0.031 0.240 -0.051 -0.05 I -0.056 0.144 -0.060 0.064 0.816 
SC 0.361 0.258 0.579 -0.077 -0.053 0.009 0.436 0.036 0.013 0.096 0.738 
SFP 0.471 0.083 0.572 -0.063 -0.105 0.074 0.487 0.106 0.100 0. 1. 76 0.453 0.710 
SRC 0.072 0.022 0.122 -0.038 0.037 -0.015 0.058 0.021 -0.027 -0.095 0.080 0. 124 0.793 
TC 0.102 -0.023 0.188 0.022 -0.173 0.008 0.133 0.012 0.044 0.141 0.040 0.231 -0.217 0.848 
Note: The bolded diagonal values correspond to the square root of the AVE of the constructs (n=296) 
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The second method of assessing the discriminant validity of reflective constructs is by 
examining the cross-loadings of their respective indicators (Hair et al., 2014 ). In addition 
to this, the discriminant validity was also determined using criterion provided by Chin 
(1998). According to Chin (1998), for achieving sufficient discriminant validity, all the 
indicator loadings should be greater than cross-loadings. For examining the cross loadings 
of the indicators specifically, for a reflective latent variable to have discriminant validity 
using cross-loadings method, all its indicators loadings should be greater than their 
corresponding loadings (cross-loadings) on other constructs (Hair etal.,2014). According 
to Hair et al. (201 I) highlighted that cross loading is generally considered a rather liberal 
criterion in terms of establishing discriminant validity. Thus, in the table 4.10 the 
assessment of the discriminant validity based on the cross-loadings criterion is presented. 
Table 4.10 below shows that all items' loadings were higher than cross loadings indicating 
verified discriminant validity. 
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Table 4.10 
Measurement Model: Discriminant Validi~ (Cross Loading_s2 
AMC cc CMC CNC EC FC IC LC LNC oc OLC PC RC RFC SC SFP SNC SRC TC 
AMC! 0,192 0.089 0.029 -0.101 -0.108 0.197 0.007 0.260 0.162 0.019 0.048 0.118 0.457 0.275 0.180 0.292 0.159 0.055 
AMC2 0.163 0.132 0.045 -0.079 -0.103 0.169 -0,072 0.284 0.161 0.046 0.040 0.133 0.478 0.226 0.165 0.278 0.093 0.086 
AMC3 0.271 0.116 0,086 -0.083 -0.044 0.204 0.019 0.247 0,187 --0.042 0.044 0.084 0.533 0.284 0.238 0.262 0.1 38 0.056 
AMC4 0.234 0.132 0.070 -0.036 -0.016 0.067 -0.011 0.163 0.137 -0.017 0.034 0.034 0.389 0.225 0.102 0.182 0.113 0.028 
AMCS 0.480 0.143 -0.068 -0.018 -0.085 0.223 -0.013 0.239 0.239 0.089 0.098 0.091 0.339 0.206 0.196 0,267 0.048 0.107 
AMC6 0.156 0.005 0.052 --0.099 0.288 0.021 0.351 0.273 0.085 0.074 0.103 0.377 0.261 0.218 0.361 0,016 0.085 
CCI 0.212 -0.037 -0.030 -0.064 0.378 0.019 0.388 0.482 0.050 0.125 0.217 0.456 0.303 0.337 0.427 0.053 0.128 
CC3 0.277 0.020 0.000 -0.100 0.381 0.000 0.327 0.390 0.159 0.125 0.132 0.327 0.356 0.387 0.344 0.095 0.133 
CC4 0.309 0.102 --0.026 -0.115 0.407 0.016 0.470 0.332 0.081 0.042 0.039 0.373 0.317 0.414 0.463 0.063 0.182 
ccs 0.065 -0.071 -0.088 0.415 0.127 0.381 0.351 0.105 0.071 0.193 0.298 0.192 0.493 0.365 -0.021 0.232 
CMCI -0.043 --0.037 -0.069 0.430 0.097 0.296 0.388 0.070 0.027 0.083 0.257 0.313 0.403 0.281 0.062 0.083 
CMC2 0.170 -0.036 -0.016 -0.143 0.359 0.065 0.321 0.337 0.122 0.003 0.009 0.264 0.285 0.404 0.286 0.065 0.090 
CMC3 0.203 0.013 0.031 -0.108 0.343 0.087 0.365 0.355 0.163 0.135 -0.010 0.345 0.321 0.399 0.369 0.111 0.081 
CMC4 -0.028 -0.087 0.027 0.176 0.178 0.099 0.170 -0,070 -0.080 0.017 0.061 0.151 0.183 0.126 -0.115 0.060 
CNCIO 0.025 0.018 0.028 0.073 -0.018 0.066 -0.018 -0.008 -0.035 0.017 0.042 0.108 0.089 0.049 0.004 -0.057 
CNCJI -0.010 -0.055 0.030 0.028 -0.012 -0.058 0.014 -0.051 --0.028 -0.008 -0.085 0.007 0.044 -0.003 -0.005 0.089 --0.054 
CNCS 0.062 0.047 0.063 -0.048 0.040 0.088 0.060 0.105 0.107 0.051 -0.045 0.110 0.260 0.069 0.079 0.054 -0.052 
CNC6 0.013 0.045 0 .015 -0.013 0.034 -0.021 0.052 0.101 0.056 0.052 -0.059 0.034 0.236 0.011 0.059 0.008 0.050 
CNC7 0.007 0.059 0.060 -0.005 0.074 0.028 0.114 0.082 0.024 0.087 0.004 0.119 0.198 0.044 0.097 -0.038 0.053 
CNC9 0.014 0.022 0.074 -0.007 0.098 -0.038 0.046 0.021 0.026 --0.009 -0.063 0.082 0.147 0.064 0.015 0.074 -0.061 
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EC! 0.003 0.079 --0.073 0.060 0.022 0.015 0.029 0.063 --0.001 0.245 0.304 --0.019 0.021 --0.045 0.006 0.076 --0.013 --0.024 
EC2 --0.010 --0.037 --0.019 --0.014 0.003 -0.008 0.005 0.060 ,0.008 0.276 0.361 -0.079 0.040 --0.057 --0.070 0.098 -0.017 0.011 
EO --0.079 --0.001 -0.030 --0,014 -0.070 0.033 0.012 --0.026 0.224 0.289 -0,042 0.050 -0.083 -0.021 0.055 -0.053 0.017 
EC4 -0.038 0.006 0.024 0.017 0.012 -0.024 0.037 0.043 0.018 0.320 0.391 -0.041 0.077 --0.120 -0.013 0.079 -0.075 0.016 
ECS --0.092 -0.034 -0.024 0.143 -0.036 -0.003 0.018 0.009 0.248 0.338 --0.041 0.083 -0.081 -0.061 0.050 -0.032 0.037 
EC6 -0.022 -0.034 -0.036 0.108 -0.030 -0.043 0.077 -0.020 0.263 0.376 0.006 0.043 -0.036 -0.041 0.093 -0.029 -0.008 
FCI -0.101 -0.097 -0.040 -0.082 -0.063 -0.079 -0.127 -0.004 -0.059 -0.083 0.013 0.076 -0.107 -0.136 -0.120 -0.025 -0.124 
FC2 --0.065 -0.123 -0.157 0.011 -0.101 -0.062 -0.157 -0.085 -0.039 -0.106 -0.035 0.062 --0.031 -0.101 -0.179 0.074 -0.145 
FO -0.103 --0.101 -0.090 -0.003 -0.013 -0.096 -0.124 -0.029 -0.026 -0.031 -0.072 0.080 -0.004 -0.066 -0.141 0.032 -0.136 
FC4 -0.112 -0.120 -0.127 0.018 -0.041 -0.094 -0.169 -0.065 -0.067 -0.073 -0.078 0.092 -0.041 -0.072 -0.189 0.053 -0.189 
FCS -0.072 -0.036 -0.013 0.028 -0.123 -0.109 -0.016 -0.045 -0.087 -0.094 0.015 0.009 0.032 -0.121 0.014 --0.155 
ra 0.145 0.376 0.209 0.054 -0.008 0.206 0.283 0.069 0.082 0.117 0.236 0.198 0.296 0.244 -0.022 0.152 
IO 0.201 0.378 0.312 0.011 0.006 0.071 0.298 0.270 0.127 0.074 0.231 0.296 0.197 0.306 0.326 -0.039 0.152 
JC4 0.211 0.361 0.320 0.038 -0.052 0.003 0.388 0.361 0.121 0.067 0.191 0.363 0.222 0.362 0.337 0.132 0.056 
!CS 0.235 0.452 0.417 0.141 -0.003 0.473 0.517 0.172 0.144 0.149 0.433 0.371 0.493 0.458 0.081 0.051 
LCI 0.008 0.040 0.095 0.025 0.019 0.040 -0.018 0.057 0.021 -0.091 0.006 0.028 0.043 0.069 0.030 -0.055 
LC2 0.008 0.072 0.089 -0.001 0.012 -0.066 0.003 0.041 -0.022 -0.010 0.003 0.057 0.020 0.077 0.063 0.035 0.003 
LC3 -0.020 0.002 0.087 0.051 0.031 -0.043 -0.048 --0.008 -0.046 -0.011 -0.050 0.033 -0.024 0.028 -0.005 -0.063 0.016 
I.CS --0.008 0.021 0.053 0.022 -0.013 -0.073 0.041 O.Q36 -0.007 --0.042 -0.026 0.011 0.002 0.036 0.065 --0.046 0.030 
LC6 -0.038 0.025 0.112 0.022 -0.046 --0.068 --0.003 -0.065 0.032 -0.074 0.052 -0.018 0.068 0.011 -0.075 0.044 
LNCl 0.157 0.339 0.217 0.108 -0.020 -0.022 0.204 0.109 0.100 0.076 0.362 0.261 0.189 0.431 0.066 0.058 
LNC2 0.333 0.376 0.283 0.104 -0.025 -0.125 0.377 0.314 0.070 0.059 0.161 0.517 0.428 0.365 0.559 0.146 0.076 
LNC3 0.316 0.401 0.296 0.011 0.058 -0.194 0.318 0.419 0.145 0.096 0.119 0.427 0.359 0.310 0.413 0.013 0.095 
LNC4 0.254 0.452 0.312 0.077 0.096 -0.127 0.425 0.406 0.160 0.116 0.150 0.481 0.452 0.343 0.412 0.067 0.200 
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OCI 0.226 0.421 0.359 O.Q35 -0.014 0,009 0.404 0.008 0.359 0.039 -0.006 0.151 0.293 0.385 0.385 0.387 0.053 0.119 
OC2 0.244 0.432 0.414 0.057 --0.020 --0.020 0.405 -0.029 0.395 0.058 0.023 0.120 0.283 0.394 0.459 0.436 0.054 0.099 
OCJ 0.194 0.365 0.315 0.041 --0.001 --0.054 0.430 0.026 0.391 -0.004 0.003 0.129 0.254 0.296 0.344 0.443 0.063 0.111 
OC6 0.155 0.302 0.110 0.134 0.053 -0.124 0.166 o.on 0.247 0.080 0.011 0.240 0.220 0.262 0.327 -0.009 0.072 
OLCIO 0.086 0.114 0.051 0.010 0.164 0.033 0.146 0.005 0.056 0.460 -0.033 0.021 0.010 0.089 0,078 0.033 0.034 
OLCJ2 0.121 0.131 0.062 0.021 0.170 0.042 0.121 --0.046 0.090 0.429 0.040 0.027 0.000 0,078 0.086 -0,016 0.054 
OLC13 0.059 0.193 0.095 0.008 0.169 --0.019 0.135 -0.029 0.136 0.348 0.021 0.067 0,006 0.102 0.141 -0.019 0.021 
OLC2 --0.040 0.087 0.083 0.086 0.292. --0.054 0.134 --0.031 0.120 0.452 --0.076 0.006 0.001 0.049 0.121 0.013 0.014 
OLCJ 0.042 0.065 0.101 0.074 0.203 --0.133 0.115 --0.012 0.147 0.392 --0.063 0.039 0.105 0.063 0.116 --0.005 0.029 
OLC4 0.007 0.049 0.074 0,059 0.149 --0.054 0.139 -0.010 0.108 0.377 -0.111 0.014 0.041 0.045 0.098 -0.003 -0.045 
OLCS --0.042 0.001 0.120 --0.003 0.201 --0.057 0.125 -0.040 -0.001 0.324 -0.063 0.020 --0.008 0,043 0.019 0.025 0.000 
OLC6 -0.092 -0.035 0.101 0.057 0.218 -0.025 0.092 -0.022 0.015 0.378 --0.067 0,075 --0.036 0.010 0.023 0.042 -0.072 
OLC7 0.012 0.023 0.045 0.028 0.249 --0.085 0.095 O.D16 0.139 0.452 -0.097 0.002 --0.001 0.025 0.138 0.024 -0.064 
OLC8 0.026 0.073 0.143 0.087 0.231 -0.069 0.109 --0.017 0.188 0.439 -0.063 0.054 0.051 0.085 0.166 0.057 -0.008 
OLC9 -0.064 0.053 0.107 O.Q38 0.292 -0.062 0.127 0.019 0.105 -0.068 0.019 0.030 0.117 0.135 0.058 0.005 
PCI 0.134 0.107 0.104 0.081 0.202 -0.063 0.160 0.008 0 .134 -0.014 0.130 0.079 0.110 0.136 -0.013 -0.001 
.PC2 0.050 0.105 0.037 0.042 0.217 --0.072 0.116 -0.074 0.087 0.062 0.099 0.060 -0.005 0.130 0.105 0.019 0.008 
PC.J 0.050 0.122 0.026 -0.051 0.376 --0.083 0.055 0.009 0.102 --0.016 0.053 0.071 0.035 0.084 0.131 0 .003 --0.007 
PC4 0.011 0.002 0.003 0.065 0.422 --0.038 0.014 --0.006 0.005 --0.012 0.070 0.001 -0.043 0.000 0.022 --0.027 0.015 
PCS -0,075 0.033 -0.011 0.000 0.354 --0.045 0.050 0.030 --0.004 --0.015 0.049 0.006 -0.105 0.074 0.037 --0.078 0.017 
PC6 0.019 0.048 0.006 0.022 0.361 --0.051 0.060 0.023 -0.011 --0.012 0.048 0.004 -0.057 0.025 0.018 -0.031 0.044 
PC7 0.031 0.075 0.017 0.036 0.386 --0.047 0,075 0.036 0.051 0.008 0.050 0.073 --0.030 0.026 0.098 -0.040 0.102 
PCS 0.020 0.040 0,016 0.027 0.369 -0.039 0.041 0.035 0.082 -0.053 0.006 0.032 -0.037 0.017 0.091 -0.047 0.087 
PC9 0.070 0.099 0.013 0.037 0.293 --0.089 0.100 0.014 0.135 0.013 0.091 0.113 0.013 0.029 0.148 -0.047 0.091 
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RC4 0.101 0.174 0.026 -0.063 0.022 -0.025 0.254 -0.049 0.175 0.111 -0.020 0.046 0.045 0.068 0.134 -0.136 0.069 
RCS 0.059 0.172 -0.021 0.002 -0.058 -0.063 0 .182 0.031 0.113 0.113 -0.090 0.065 0.076 0.174 0.146 -0.059 0.142 
RC6 0.090 0.088 -0.018 -0.058 -0.095 -0.129 0.140 -0.049 0.092 0.031 -0.052 0.039 -0.031 0.039 0.054 -0.166 0.105 
RC7 0.163 0.167 0.081 -0.006 -0.056 -0.001 0.169 -0.106 0.161 0.160 -0.031 0.050 0.150 0.205 0.163 -0.012 0.117 
RFC1 0.457 0.415 0.281 0.097 -0.061 -0.084 0.412 -0.013 0.484 0.285 0.047 0.077 0.458 0.333 0.497 0.169 0.063 
RFC2 0.467 0.366 0.253 0.106 -0.044 -0.082 0.389 -0.055 0.551 0.321 0.054 0.125 0.422 0.325 0.547 0.090 0.111 
RFCJ 0.523 0.409 0.248 0.101 -0.072 -0.028 0.367 0.002 0.466 0.259 0.031 0.074 0.4-47 0.354 0.439 0.172 0.018 
RFC4 0.446 0.385 0.264 0.060 -0.052 -0.on 0.301 -0.075 0.415 0.247 -0.005 0.052 0.257 0.425 0.094 0.010 
SCI 0.312 0.272 0.338 0.171 -0.038 -0.103 0.270 -0.039 0.403 0.371 0.044 0.014 0.336 0.391 0.105 0.039 
SCH 0.271 0.390 0.247 0.151 -0.019 -0.021 0.298 -0.070 0.420 0.361 0.116 0.067 0.159 0.358 0.424 0.068 0.018 
SC2 0.234 0.269 0.229 0.190 -0.016 -0.030 0.182 0.032 0.360 0.229 -0.028 0.023 0.052 0.289 0.332 0.010 0.009 
SCJ 0.185 0.301 0.226 0.193 -0.052 -0.053 0.263 0.055 0.288 0.273 -0.027 0.012 0.098 0.317 0.306 0.014 0.037 
SC4 0.281 0.293 0.239 0.269 -0.086 0.012 0.289 0.042 0.399 0.351 0.062 --0.014 0.021 0.380 0.428 0.063 0.049 
SC6 0.281 0.281 0.337 0.154 -0.093 -0.104 0.272 -0.008 0.410 0.349 0.04-4 0.004 0.062 0.316 0.401 0.115 0.019 
SC7 0.208 0.279 0.246 0.160 -0.070 -0.029 0.224 0.033 0.367 0.257 -0.038 0.012 0.058 0.318 0.347 0.017 0.015 
SC9 0.228 0.230 0.246 0.226 -0.080 0.024 0.229 0.018 0.356 0.340 0.014 -0.037 0.028 0.385 0.072 0.048 
SFP1 0.285 0.385 0.334 0.120 --0.032 --0.073 0.356 0.004 0.284 0.330 0.160 0.102 0.054 0.315 0.047 0.144 
SFP2 0.191 0.411 0.363 0.026 --0.040 -0.070 0.466 0.036 0.352 0.358 0.114 0.084 0.157 0.335 0.397 0.096 0.176 
SFP4 0.188 0.450 0.417 0.078 -0.073 -0.121 0.465 0.074 0.350 0.445 0.04-4 0.042 0.129 0.288 0.370 0.111 0.198 
SFPS 0.133 0.360 0.393 0.049 -0.021 --0.072 0.347 0.049 0.324 0.427 -0.005 0.052 0.167 0.262 0.329 0.038 0.166 
SFP6 0.144 0.422 0.306 0.010 -0.022 -0.084 0.316 0.123 0.292 0.267 0.054 0.069 0.196 0.246 0.289 0.091 0.261 
SFP7 0.139 0.259 0.267 0.031 -0.089 -0.012 0.223 0.045 0.111 0.218 0.068 0.066 0.049 0.218 0.142 0.108 0.134 
SFP8 0.213 0.406 0.221 0.096 --0.049 -0.053 0.293 0.034 0.295 0.322 0.106 0.093 0.102 0.306 0.345 0.137 0.049 
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SNCI 0.322 0.420 0.296 0.006 0.064 -0.198 0.330 0.010 0.466 0.437 0.139 0.109 0.129 0.438 0.357 0.327 0.1 19 
SNC2 0.261 0.455 0.312 0.080 0.096 -0.118 0.421 0.056 0.105 0.427 0.151 0.118 0.152 0.485 0.475 0.359 0.192 
SNC3 0.367 0.360 0.267 0.071 -0.019 --0.125 0.366 0.084 0.546 0.394 0.063 0.116 0.168 0.484 0.374 0.383 0.129 
SNC4 0.284 0.483 0.278 0.115 0.112 -0.135 0.392 0.047 0.390 0.409 0.162 0.132 0.082 0.505 0.427 0.360 0.116 
SRCI 0.000 0.038 -0.013 -0.110 --0.053 --0.067 0.069 0 .148 -0.026 --0.018 -0.032 -0.057 0.008 0.021 --0.052 0.050 -0.123 
SRC2 0.128 0.046 0.103 0.063 --0.022 O.o75 0.025 --0.047 0.099 0.021 0.042 --0.010 -0.146 0.157 0.114 0.141 -0.205 
SRC3 0.085 0.002 0.016 0.019 0.047 --0.010 0.045 0 .016 0.004 -0.003 0.020 --0.017 -0.055 0.066 0.041 0.046 -0.11 1 
SRC4 0.127 0.088 0.055 0.011 -0.065 0.026 0.084 --0.032 0.120 0.112 0.004 -0.027 -0.045 0.182 0.063 0.104 --0.203 
TC! 0.110 0.190 0.109 D.01D 0.015 --0.170 0.138 0.021 0.106 0.108 0.004 0.060 0.1 13 0.082 0.032 0.228 0.152 -0.165 
TC2 0.107 0.226 0.107 -0.068 0.008 -0.131 0.140 --0.006 0.168 0.163 0.021 0.061 0.185 0.073 0.053 0.225 0.189 -0.188 
TC3 0.073 0.203 0.072 -0.045 0.033 -0.151 0.094 0.018 0.165 0.104 -0.005 -0.001 0.158 0.054 --0.001 0.155 0.168 -0.225 
TC4 0.011 0.128 0.032 0.053 0.035 -0.143 0.016 -0.010 0.048 0.041 0.031 0.011 -0.049 0.022 0.055 0.149 0.052 -0.165 
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In addition, the heterotrait-monotrait ratio of correlations (HTMT) is a new method for 
assessing discriminant validity in partial least squares structural equation. Henseler, 
Ringle & Sarstedt (2015) proposed third approach (new criterion) to ascertain the 
discriminant validity. According to (Henseler, Hubona & Ray, 2016) the heterotrait-
monotrait ratio of correlations (HTMT) is an estimate for the factor correlation, thus to 
clearly discriminate between two factors, the threshold value of (HTMT) should be 
significantly less tJ1an 1. Consequently, the (HTMT) criterion was used in the current 
study to assess the discriminant validity and Table 4.11 shows that all the constructs of 
this study have established and verified discriminant validity. 
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Table 4. 11 
Measurement Model: Discriminant Validity {HTMT) 
CMC CNC DC EC FC LC oc OLC PC RC SC SFP SRC TC 
CMC 
CNC 0.081 
DC 0.516 0.103 
EC 0.083 0.095 0.080 
FC 0.136 0.056 0.167 0.065 
LC 0.177 0.077 0.062 0.059 0.122 
oc 0.527 0.151 0.722 0.060 0.106 0.082 
OLC 0.169 0.090 0.162 0.343 0.084 0.090 0. 102 
PC 0. l 13 0.090 0. 127 0.485 0.085 0.059 0.088 0.548 
RC 0.079 0.096 0.266 0.079 0.105 0.095 0.181 0.102 0.078 
SC 0.423 0.269 0.658 0.097 0.075 0.066 0.531 0.088 0.078 0.114 
SFP 0.560 0.101 0.649 0.066 0.112 0.093 0.606 0.124 0.095 0.186 0.517 
SRC 0.120 0.114 0.127 0.069 0.072 0.116 0.086 0.061 0.060 0.140 0.102 0.145 
TC 0.117 0.098 0.199 0.034 0.195 0.060 0.158 0.059 0.079 0.173 0.064 0.258 0.235 -
SC=Strategic Competency; CMC= Commitment Competency; CNC= Conceptual Competency; OC=Opportunity Competency; OLC= Organizing and Leading 
Competency; RC=Relationship Competency; LC= Learning Competency; PC= Personal Competency; TC= Technical Competency; EC= Ethical Competency; FC= 
Familism Competency; SRC= Social Responsibility Competency; SNC= Sensing Capability; LC= Leaming Capability; IC= Integrating Capability; AMC= Alliance 
Management Capability; RFC= Reconfiguration Capability; CC= Coordinating Capability; DC= Dynamic Capabilities; SFP= Small Firm Performance. 
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In conclusion, the measurement model of the present study was examined by several tests 
such as individual item reliability, internal consistency reliability, convergent validity and 
discriminant validity. The main purpose for conducting all these tests was to ensure that 
the measurement model was valid and reliable before proceeding further to test the 
hypotheses. The results of all the tests confirmed that the research model was valid and 
reliable. 
4.4.2 Assessment of the Structural Model 
After evaluating and analyzing the measurement model, the next step in the PLS path 
modelling analysis was to test the structural model (inner model). According to Hair et al. 
(2013), the key criteria for assessing the structural model in PLS-SEM are the significance 
of the path coefficients, coefficient of determination (R2), the effect size (F2) and 
predictive relevance (Q2). This segment presents the structural equation model of the data 
analysis. Both the main and mediating hypotheses were analyzed by using bootstrap 
analysis. 
Specifically, standard bootstrapping procedure was employed using a number of 5000 
bootstrap samples for 296 cases to assess the significance of the path coefficients of both 
direct and mediating relationships (Hair et al., 2014; Hair et al., 2012; Hair et al., 2011; 
Henseler et al., 2009). Nevertheless, as the objectives of this study are to empirically 
examine the direct relationships between independent variables ([Vs) and the dependent 
variable (DV), as well as the mediating effect of dynamic capabilities between those IVs 
and the DV, the researcher considers analyzing two different structural models. While the 
first model analyzed the direct relationship, the second one is for the mediation 
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relationship (Hair et al., 2014; Klamer et al., 2013; Little, CaTd, Bovaird, & Crandall, 
2007). Table 4.12 and Figure 4.4 and 4.5 provide full estimates of the structural model 








As can be seen in Figures 4.4 and 4.5, the structural model specifically analyzed the 
relationships represented by hypotheses and table 4.12 revealed the results of direct 
relationship between each dimension of entrepreneurial competencies and small firm 
performance, further dynamic capabilities with small finn performance and each dimension 
of entrepreneurial competencies with dynamic capabilities respectively. 
The results of the structural model based on the direct relationships between the predictors 
and criterion variables of this study are presented in Table 4.12 above. These results are 
interpreted by using the coefficients (Beta) of the path relationship, the standard error (SE), 
t-value (T Statistics) and P value at significance level of 0. IO and confidence interval (CI) 
values of the relationships as presented in Table 4.12. 
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Table 4.12 
Assessment o[Structural Model Direct RelationshiE_S and Mediating_ Variable 
Relationship 
Std. T- p 10%LL 90%UL 
Hl'.~othesis Std. Beta Error Value Values Decision 
HI SC->SFP 0.143 0.058 2.453 0.007 0.064 0.212 Suppot1ed 
H2 CMC->SFP 0.212 0.055 3.856 0.000 0.143 0.283 Supported 
H3 CNC->SFP 0.017 0.066 0.249 0.402 -0.086 0.087 Not Supported 
H4 OC-> SFP 0.164 0.059 2.793 0.003 0.085 0.235 Supported 
H5 OLC-> SFP 0.019 0.055 0.340 0.367 -0.061 0.082 Not Supported 
H6 RC-> SFP 0.063 0.046 1.358 0.087 0.001 0.118 Supported 
H7 LC->SFP 0.042 0.060 0.692 0.244 -0.076 0.096 Not Supported 
H8 PC-> SFP 0.058 0.067 0.860 0.195 -0.032 0.138 Not Supported 
H9 TC->SFP 0.151 0.049 3.086 0.001 0.087 0.213 Supported 
HI0 EC-> SFP -0.071 0.066 1.080 0.140 -0. 140 0.021 Not Supported 
HI I FC-> SFP 0 .007 0.054 0.126 0.450 -0.056 0.076 Not Supported 
Hl2 SRC-> SFP 0.098 0.051 1.895 0.029 0.027 0.157 Supported 
H13 DC-> SFP 0.226 0.068 3.340 0.000 0.151 0.319 Supported 
Hl4 SC-> DC 0.353 0.048 7.291 0.000 0.298 0.421 Supported 
HIS CMC->DC 0.148 0.049 2.988 0.001 0.081 0.208 Supported 
Hl6 CNC -> DC -0.012 0.047 0.247 0.402 -0.087 0.036 Not Supported 
Hl7 OC->DC 0.320 0.048 6.674 0.000 0.266 0.389 Supported 
HI S OLC->DC 0.075 0.046 l.653 0.049 0.014 0.127 Supported 
Hl9 RC->DC 0.145 0.039 3.696 0.000 0.095 0.195 Supported 
H20 LC-> DC 0.010 0.056 0.180 0.429 -0.072 0.076 Not Supported 
H2\ PC-> DC 0.088 0.057 l.550 0.061 0.029 0.160 Supported 
H22 TC-> DC 0.101 0.043 2.350 0.009 0.049 0.159 Supported 
H23 EC->DC -0.029 0.066 0.446 0.328 -0.129 0.037 Not Supported 
H24 FC-> DC 0.072 0.037 1.945 0.026 0.112 0.019 Supported 
H25 SRC->DC 0.103 0.044 2.354 0.009 0.045 0.152 Su:e:eorted 
significant at the 0.10 level p < 0.1 0 
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In addition to that, the effect of each dimension of entrepreneurial competencies on the 
small fum performance was tested in order to obtain a deeper understanding of the issues 
tackled in this study. Based on the results presented in Table 4.12, in respect to the 
dimensions of entrepreneurial competencies, the obtained results were mixed. Therefore, 
strategic competency (P = 0.14, t =2.45, p <0.10), commitment competency (P = 0.21 , t 
=3.85, p <0.10), opportunity competency (P = 0. 16, t=2.79, p <0. 10), relationship 
competency (P = 0.06, t= 1.35, p <0.10), technical competency (P = 0.15, t =3.08, p <0. I 0) 
and social responsibility competency (P = 0.09, t ::1 .89, p <0.10) had a positive and 
significant effect on small firm performance at the 0. IO significance level and supporting 
hypothesis H 1, H2, H4, H6, H9 and HJ 2 respectively. Therefore, all the significantly 
supported hypotheses based on path coefficients, T Statistics and P value are therefore 
reaffirmed by confidence interval calculation. 
On the contrary, conceptual competency (P= 0.01 , t=0.24, p>0.10), organizing and leading 
competency (P = 0.019, t =0.34, p >0.10), learning competency (P = 0.04, t =0.69, p 
>0.10), personal competency (P = 0.05, t =0.86, p >0.10), ethical competency (P = -0.07, 
t =1.08, p >0.10) and familism competency (P = 0.007, t =0.126, p >0.10) had no 
significant effect on small finn performance. Therefore, the hypotheses proposed in H3, 
H5, H7, H8, Hl0 and Hl 1 were not supported. On the other hand, the effect of dynamic 
capabilities on small firm performance was positively significant (P = 0.22, t =3.34, p 
<0.10) which supported H13. Moreover, among the twelve dimensions of entrepreneurial 
competencies, nine dimensions, namely strategic competency (B = 0.35, t =7.29, p <0. 1 ), 
commitment competency(~ = 0.148, t =2.98, p <0.1 ), opportunity competency (P = 0.32, 
t =6.67, p <0.1), organizing and leading competency (~ = 0.07, t =1.65, p <0. 1), 
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relationship competency (P = 0.14, t =3 .69, p <0.1), personal competency (P = 0.088 , t 
=1.55, p <0.1 ), technical competency (P = 0.10, t =2.35, p <0.1 ), familism competency(~ 
= 0.072, t = l .94, p <0. l) and social responsibility competency (P = 0.103, t =2.35, p <0. 1) 
were found to be positive and significantly associated with dynamic capabilities at 0.10 
significance level. Therefore, hypotheses Hl4, Hl5, H17, HJ 8, Hl9, H21, H22, H24 and 
H25 were supported respectively. Further, the other three dimensions, namely conceptual 
competency (P = - 0.012, t =0.24, p >0. 1 ), learning competency (P = 0.0 I, t =0. 18, p >0. I) 
and ethical competency (P = -0.029, t =0.44, p >0. 1) had not significant effect on dynamic 
capabilities. Hence, the hypotheses proposed in Hl6, H20 and H23 were not supported. 
Consequently, all the not supported hypotheses based on path coefficients, T Statistics and 
P value are therefore, not confirmed by confidence interval calculation. 
4.4.2.1 Coefficient of Determination (R2) 
PLS-SE M structural model assessment recommends another important criterion; that is 
the R-Squared value assessment. The R-square is also called coefficient of determination 
(Hair et al. , 2012; Hair et al., 201 I). According to various scholars the r-squared value 
represents the proportion of variation in the dependent variable(s) that could be explained 
by one or more predictor variable (Hair et al. , 20 10; Elliott & Woodward, 2007; Hair et 
al., 2006). lo addition, the R-square (R2) is the measure of the predictive accuracy of a 
model, which is calculated as the squared correlation between the endogenous construct's 
actual and predicted value (Hair et al. , 2014). Similarly, the R 2 value represents the 
combined effects of the exogenous latent variables on the latent endogenous variable (Hair 
et al., 2014; Hair et al., 20 10; Hair et al., 2006). According to Hair et al. (2014), there is 
no rule of thumb for the acceptable level value of R2 as it depends mainly on the research 
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context and model complexity, so that there are many criteria suggested to be used when 
evaluating the R2 values. For example, Falk and Miller (1992) suggested a cut-off point 
of 0.10 value for R2 as a minimum acceptable level. Meanwhile, Cohen (1988) 
recommended that R-square values of 0.26, 0.13 and 0.02 for the endogenous constructs 
can be interpreted as substantial, moderate, and weak respectively. In general, the R2 
values of 0.75, 0.50 and 0.25 can be interpreted as substantial, moderate, and weak 
respectively (Hair et al., 2014). On the other hand, Chin (1998) proposed the R2 values of 
0.67, 0.33, and 0.19, to be considered as substantial, moderate, and weak respectively in 
the PLS-SEM modeling. However, the R2 value of the endogenous variable is presented 
in Table 4.13. 
Table 4.13 
Coefficient of Determination: R-Squared 
Constructs 
Small Finn Performance 
Dynamic Capabilities 
R-Squared Value (R1) 
0.45 
0.56 
As shown in Table 4.13, based on the R-square values of the two endogenous latent 
variables (i.e., small firm performance and dynamic capabilities) presented in Figure 4.5, 
it was obvious that the research model explains 45% of the total variance in small firm 
performance and 56% of the total variance in dynamic capabilities. This indicates that sets 
of exogenous latent variables (i.e., entrepreneurial competencies and dynamic 
capabilities) jointly explain 45% of the variance in small finn performance. In addition, 
the sets of exogenous latent variables (i.e., entrepreneurial competencies) explain 56% of 
the variance in dynamic capabilities. Moreover, in Figure 4.4 exogenous latent variables 
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(i.e., entrepreneurial competencies) explain 43% of the van ance m small finn 
performance. Therefore, in this study the two endogenous latent variables showed 
acceptable levels of R-square values based on the criterion of Falk and Miller (1992). 
Moreover, according to Chin (1998) recommendation the R-square values of the two 
endogenous latent variables were moderate. 
4.4.2.2 Effect Size (F1) 
Effect size (P) is the difference in R-square between the main effects when particular 
exogenous construct is in the model and when it is omitted from the model. This is done 
purposely to evaluate whether the omitted exogenous construct has a substantial impact 
on the endogenous variables (Hair et al., 2013). Similarly, the change in the value of an 
R2 when a particular exogenous variable is excluded from the model is used to assess 
whether an omitted variable has any substantive impact on that latent endogenous 
variable. Thus, th.is measure is termed as effect size (Hair et al. , 2014). 
However, the effect size specifies the relative effect of a specific exogenous latent 
variable on the latent endogenous variable based on the changes in the R 2 value as a result 
of excluding the former (Chin, 1998). Consequently, the effect size is measured by using 
Cohen's foonula (Hair et al., 2014; Cohen, 1988). According to the recommendation of 
Cohen (1988), the F2 values of 0.02, 0.15 and 0.35 represents small, medium and large 
effects in the structural model respectively. However, Chin, Marcelin & Newsted (2003), 
stress that even the tiniest strength of F2 should be considered as it can influence the 
endogenous variables. As illustrated in Table 4.14, the effect sizes of all exogenous latent 
variables (entrepreneurial competencies and dynamic capabilities) on small finn 
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perfonnance can be described on the guideline of Cohen (1988). Moreover, Table 4.14 
also showed, in a similar way, the effect sizes of exogenous latent variables 
(entrepreneurial competencies) on dynamic capabilities can be described on the guideline 
of Cohen ( 1988). The result indicates that most of the exogenous constmcts have small 
effect size on their respective endogenous constmct. 
Table 4.14 
Assessment of the Effect Size (F2) 
Constructs P (Small Firm Effect Size F2 (Dynamic Effect Size 
Performance) Caeabilities) 
Strategic Competency 0.02 Small 0.20 Medium 
Commitment Competency 0.06 Small 0.04 Small 
Conceptual Competency 0.00 NE 0.00 NE 
Opportunity Competency 0.03 Small 0.16 Medium 
Organizing and Leading 0.01 Small 0.01 Small 
Competency 
Relationship Competency 0.01 Small 0.05 Small 
Leaming Competency 0.00 NE 0.00 NE 
Personal Competency 0.01 Small 0.01 Small 
Technical Competency 0.04 Small 0.02 Small 
Ethical Competency 0.00 NE 0.00 NE 
Familism Competency 0.01 Small 0.01 Small 
Social Responsibility 0.02 Small 0.03 Small 
Competency 
Dynamic Caeabilities 0.04 Small NA NA 
Note: NE= Not Effect; NA= Not Applicable 
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4.4.2.3 Predictive Relevance of the Model (Q2) 
This criterion is an indicator of the predictive relevance of a model (Hair et al., 2014). 
The predictive relevance (Q2) should be examined by researchers (Hair et al., 2014). This 
criterion can, however, be considered as an extra assessment of the model fit in the PLS-
SEM analysis (Duarte & Roposo, 2010), and thus the (Q2) indicates how well the observed 
values are constructed the model as well as its parameter estimates (Chin, 1998). 
In addition, predictive relevance (Q2) assessment can be carried out by using Stone-
Geisser's (Q2) test which can be measured using blindfolding procedures (Hair et al., 
2013; Henseler et al., 2009). Therefore, this study used Stone-Geisser test to assess the 
Q2, through blindfolding procedure to obtain the cross-validated redundancy measure for 
endogenous latent construct (Hair et al., 2013), all endogenous latent variables of the study 
were reflective in nature. 
However, it is recommended to utilize the cross-validated redundancy because it includes 
both structural model and the measurement models for data prediction which fits the PLS-
SEM approach perfectly (Hair et al., 2014; Hair et al., 2011). According to (Hair et al., 
2014; Hair et al., 2011) a research model with the cross redundancy value higher than zero 
is interpreted to have predictive relevance, otherwise, the research model the predictive 
relevance of the model cannot be confirmed. As shown in Table 4.15, the cross-validated 
redundancy values of small firm performance and dynamic capabilities were 0 .19 and 0. 29 
respectively. Therefore, all the cross redundancy values of the two endogenous variables 
of the study were more than zero, it clearly indicates the substantial predictive relevance 
of the study model. 
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Table 4.15 
The Predictive Relevance of the Endogenous Construct 
Endogenous Construct SSO SSE 










Mediation testing was employed to find out whether there is a mediating effect ( or indirect 
effect) of a mediator variable on the relationship between independent variable and 
dependent variable (Hayes & Preacher, 2014). However, Rucker et al. (2011) emphasis 
on the importance of change in the relationship between different variables after including 
the mediator variable. However, as the direct relationships between all independent 
variables (IVs) and the dependent variable (DV); all independent variables (IVs) and 
mediating variable (MV); mediating variable (MV) and dependent variable (DV); were 
already tested in the previous model (see Figure 4.5 as well as Table 4.12). Afterwards, 
the researcher analyzed the mediating effects of DCs between all independent variables 
and the dependent variable based on the bootstrapped advanced PLS 3.0 (see figure 4.5 
and Table 4.16). 
Preacher and Hayes (2008) highlighted that there are many methods used for testing 
mediation in multivariate analysis consisting of simple methods such as the causal step 
method (Baron & Kenny, 1986) or the Sobel test (Sobel, 1982), distribution of the product 
approach (MacKinnon, Fairchild, & Fritz, 2007; MacKinnon, Fritz, Williams, & 
Lockwood, 2007; MacKinnon, Lockwood, & Williams, 2004); and re-sampling methods 
such as bootstrapping method (MacKinnon et al., 2004). However, the most recent 
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mediation analysis approach is the bootstrapping method, where the bootstrapping 
generates an empirical representation of the distribution of the sample of the indirect effect 
(Rucker et al. , 2011 ; Hayes, 2009). The justification and advantages of bootstrapping 
method to test mediation have been highlighted by several studies, such as (Hair et al., 
2013; Hayes, 2012; Hayes & Preacher, 2010; Zhao, Lynch & Chen, 2010; Preacher & 
Hayes, 2008). Knowing the advantage of bootstrapping method over other methods, Hair 
et al., (2013); and Hayes & Preacher (2010) suggest testing the significance of the 
mediation using bootstrapping methods. 
Thus, this study used the bootstrapping method in investigating the mediating effects 
because it is more powerful and accurate than other methods (Hair et al., 2014; Hayes, 
2013; Hayes, Preacher & Myers, 2011; Zhao et al., 2010). Specifically, the bootstrapping 
method with 5000 samples and 90% confidence intervals (Cl) were utilized in estimating 
the indirect effects under this study following the Preachers and Hayes (2008) strategy as 
recommended by Hayes et al. (20 11), Hayes (2013) and Hair et al. (2014). The outputs of 
PLS provide the CI values of the indirect effect, and when a 90% CI excludes zero, there 
is evidence of an indirect effect linking independent variable and dependent variable via 
mediator with 90% confidence and then the mediation is established. The hypotheses may 
not be supported when there is zero between the lower bound and upper limit of the 
confidence interval that relies on bootstrapping standard error (see Hair et al., 2014; 
Preacher & Hayes, 2008). However, the Smart PLS 3.0 has automatic generated the 
confidence interval estimation at 10 percent lower level (LL) and 90 percent upper level 
(UL) on mediation test as presented in Table 4.16. 
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According to Preachers and Hayes (2008) strategy, the effect of the independent variable 
on the dependent variable in the absence of the mediator is not a necessary requirement 
for mediation. The relationships were analyzed using the general recommendations given 
for the mediation analysis (Preacher & Hayes, 2008, 2004), and specific suggestions for 
the PLS-SEM mediation analysis (Hair et al., 2014; Klamer et al., 2013; Helm, Eggert, & 
Gamefeld, 2010; Sattler, Volckner, Riediger, & Ringle, 2010) as well as bootstrapping 
the sample distribution of the indirect effect, the technique of which is perfectly suited for 
the PLS-SEM (Hair et al. , 2014). 
However, a mediating effect exists when a third latent variable intervenes between two 
latent constructs (Hair et al. , 2014). As such, this s tudy strictly followed Hair et al. (2016) 
guidelines for the mediating analysis in PLS-SEM. However, the mediation effects can be 
determined based on the bootstrapping results of specific indirect effects. Accordingly, 
the mediation relationships are also interpreted by using coefficients (Beta) of the path 
relationship, t-value (T Statistics) and P value at significance level of 0 .10 and confidence 
interval (CI) values of the specific indirect effects as presented in Table 4.16. Based on 
the study model, the mediating effect of dynamic capabilities was proposed as mediator 
on the relationship between entrepreneurial competencies (individually) and small finn 
performance. 
Specifically, the mediation tests were conducted to find whether dynamic capabilities 
mediate the relationship between entrepreneurial competencies (strategic competency, 
commitment competency, conceptual competency, opportunity competency, organizing 
and leading competency, relationship competency, learning competency, personal 
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competency, technical competency, ethical competency, familism competency, social 
responsibility competency) and small finn performance. The results of mediation tests are 
presented in the following Table 4.16. 
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Table 4.16: 
Results of Mediation Re!ationshiE_ 
Relationship 
Std. Std. T- p 
10%LL 90%UL 
Hi:eothesis Beta Error Value Values Decision 
H26 SC -> DC -> SFP 0.080 0.026 3.054 0.001 0.054 0.122 Supported 
H27 CMC -> DC-> SFP 0.033 0.015 2.282 0.011 0.019 0.059 Supported 
H28 CNC ->DC-> SFP -0.003 0.011 0.251 0.401 -0. 020 0.006 Not Supported 
H29 OC -> DC -> SFP 0.072 0.024 3.01 L 0.001 0.049 0.112 Supported 
H30 OLC-> DC-> SFP 0.017 0.012 l.475 0.070 0.005 0.035 Supported 
H31 RC -> DC -> SFP 0.033 0.014 2.385 0.009 0.0 19 0.056 Supported 
H32 LC -> DC -> SFP 0.002 0.013 0.181 0.428 -0.015 0.0 17 Not Supported 
H33 PC -> DC -> SFP 0.020 0.01 3 1.501 0.067 0.009 0.044 Supported 
H34 TC -> DC -> SFP 0.023 0.012 1.939 0.026 0.012 0.045 Supported 
H35 EC -> DC -> SFP -0.007 0.015 0.453 0.325 -0.033 0.005 Not Supported 
H36 FC -> DC -> SFP 0.016 0.010 1.674 0.047 0.032 0.007 Supported 
H37 SRC ->DC-> SFP 0.025 0.013 l.969 0.025 0.012 0.044 Supported 
significant at the 0.10 level p < 0.10 
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It is therefore depict from Table 4.16 that dynamic capabilities mediate the relationship 
between strategic competency and small firm performance (P = 0.08, t =3 .05, p <0.1); 
commitment competency and small firm performance (P = 0.033, t =2.28, p <0.1 ); 
opportunity competency and small finn performance (P = 0.072, t =3 .01, p <0.1); 
organizing and leading competency and small finn performance (P = 0. 017, t = I .4 7 5, p 
<0.1); relationship competency and small firm performance (P = 0.033, t =2.38, p <0.1); 
personal competency and small firm performance (13 = 0. 020, t = I .50, p <0.1 ); technical 
competency and small firm performance (P = 0.023, t =1 .93, p <0.1); familism competency 
and small finn perfonnance (P = 0.01 6, t = 1.67, p <0.1) and social responsibility 
competency and small firm performance (P = 0.025, t =1.96, p <0. 1). Consequently, it can 
be concluded that hypotheses H26, H27, H29, H30, H3I, H33, H34, H36 and H37 were 
supported by dynamic capabilities as mediator. Accordingly, all the significantly supported 
hypotheses based on path coefficients, T Statistics and P value are therefore, reaffirmed by 
confidence interval calculation. 
In another perspective, Table 4.16 shows that dynamic capabilities do not mediate the 
relationship between conceptual competency and small firm perfonnance (13 = -0.003, t 
=0.25, p >0.1 ); Jearning competency and small firm performance (13 = 0.002, t =0.1 8, p 
>0.l) and ethical competency with small firm perfomrnnce (P = -0.007, t =0.45, p >0.1) 
that not confirmed the dynamic capabilities as mediator on these relationships. 
Subsequently, all the not supported hypotheses based on path coefficients, T Statistics and 
P value are therefore, not confirmed by confidence interval calculation. Thus, it can be 
concluded that hypotheses H28, H32 and H35 were not supported by dynamic capabilities 
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as mediator. In conclusion, this study used the bootstrapping method with minimwn of 
5000 bootstrap samples in testing the mediating role of dynamic capabilities on the link 
between each dimension of entrepreneurial competencies and small firm performance. The 
results confitmed that dynamic capabilities were a significant mediator on the majority of 
hypothesized relationships. 
4.5 Summary of the Findings 
Having presented all the findings, including the direct effects and mediating effects in the 
previous section, Table 4.17 shows a summary of the results related to all hypotheses 
tested. 
Table 4.17 
Summary of the Results 
Direct effect with 
Direct effect with Mediating effect via small firm 
performance 
dynamic capabilities dynamic capabilities 
Variables 











HIS ✓ H27 ✓ 
Conceprual 
HO3 X H16 X H28 X 
Competency 
Opportunity 
✓ ✓ ✓ H04 HI? H29 
Competency 
Organizing & 
Leading HOS X HIS ✓ H3O \/ 
Competency 
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Table 4.17 (Continued) 
Relationship 
H06 ✓ Hl9 ✓ H3 I ✓ 
Competency 
Learning 
H07 X H20 X H32 X 
Competency 
Personal 
✓ ✓ H08 X H2l H33 
Competency 
Technical 
✓ ✓ ✓ H09 H22 H34 
Competency 
Ethical 
Hl0 X H23 X H35 X 
Competency 
Familism 
✓ ✓ HI I X H24 H36 
Competency 
Social 





Note: Total hypotheses= 37, Supported(✓)= 25, Not supported (X) =l 2. 
4.6 Summary of the Chapter 
This chapter presents the statistical analysis of quantitative data collected through 
questionnaire distributed in surgical instruments manufacturing sector of Pakistan. The 
chapter also presents the results of the response rate. Next, the initial data examination and 
data screening were conducted, including missing value analysis, assessment of outliers, 
tests of normality and multicollinearity assessment, test of non-response bias and sample 
characteristics by using SPSS. Then, the measurement model as well as the structural 
model which were assessed with PLS-SEM using the Smart PLS 3 software package 
developed by Ringle et al. (2015). Finally, results from hypotheses testing based on the 




DISCUSSION AND CONCLUSION 
This chapter provides discussions regarding the findings of the research on the basis of the 
analyzed and presented results in the previous chapter. It focuses on the discussions of the 
research findings based on the research objectives, research questions, research problem 
statement and hypotheses stated in the earlier chapters. 
The discussions start with the recapitulation of the research findings, followed by the 
findings' discussions and continue with the theoretical and practical implications of the 
present study. The researcher highlights some of the limitations of the study and 
recommends directions of future research based on the research constraints. Finally, in the 
last section, the researcher concludes the research based on such research findings. 
5.2 Recapitulation of the Research Findings 
As mentioned in chapter one, the initial motivation of this study came from the practical 
issues related to the small business performance, in the context of developing countries, 
particularly for the small finns of surgical instruments manufacturing sector of Pakistan. 
The intensive literature review leads to the theoretical gaps found in the pertinent literature 
in connection with the small firm performance. The difficulties in understanding and 
predicting small firm performance highlight the urgent need to look into the constructs that 
are able to provide some understanding on the small business performance and the 
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entrepreneurial competencies construct comes into place. The dimensions of the 
entreprenemia1 competencies construct are reviewed and the research work has identified 
twelve dimensions that should represent th.is construct. Overall, it is claimed here that the 
outcomes of the study have provided a roadmap and the milestones for small firm's 
stakeholders through identifying the most significant drivers of the small firm performance. 
The examination of this relationship, within the context of the research structural model of 
the study, it is grounded by the resource-based view (RBV) theory. It is also suppo1ied by 
another theory, namely the dynamic capabilities theory. Consequently, 296 valid survey 
data were gathered from the sampled respondents randomly selected from the small firms 
of surgical instruments manufacturing in Pakistan. The number is considered sufficient as 
the total number of surgical manufacturing firms is not more than 1320 firms, although the 
response rate is quite high. The sample size was developed using simple random sampling 
that is of 300 units drawn from the list provided by the Surgical Instrument Manufacturing 
Association of Pakistan (SIM AP). This is possible due to the instruction from the SIMAP, 
which the research has access to the management that wrote a letter (appendix E and F) to 
each of the participant to participate. 
Based on the collected data, the study was able to test a total of 37 hypotheses that were 
developed based on the research questions and objectives. All the hypotheses need to be 
tested in order to understand the impact of each dimension of the entrepreneurial 
competencies on the small firm performance. It is messy tests that involve many hypotheses 
and consume much time during this research work. It is a worth effort considering the 
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magnitude of the tests and the potential outcomes of the tests, in revealing the important 
and significant dimensions of entrepreneurial competencies for predicting the small finn 
perfonnance. 
Thus, within the context of the theoretical framework, the researcher is in the opinion that 
this research work has successfully provided the empirical evidence concerning the key 
drivers of entrepreneurial competencies in predicting the small firm performance. The use 
of partial least square (PLS) software in assessing and detennining the quality of the 
measurement model and the structural model has classified the significant dimensions and 
the insignificant dimensions in predicting the small finn perfonnance. The results present 
that out of 12 direct hypotheses, 6 were supported, and 6 were not supported. 
Accordingly, this study has argued on the need to examine the mediating role of dynamic 
capabilities on the relationship between entrepreneurial competencies and small firm 
performance of surgical instruments manufacturing sector of Pakistan. The direct 
relationship between dynamic capabilities (as a composite construct) and small finn 
performance is found to be supported (significant), which proves the highly potential role 
of dynamic capabilities as the mediator. The mediating variable was considered as a 
composite construct (as advised by the examiners during proposal defense), instead of six 
dimensions for the tests. Thus, only 37 hypotheses were tested instead of a total of 162 
hypotheses. 
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This mediating role has been found to strengthen the indirect relationship between the 
entrepreneurial competencies and small firm perfonnance, and make some of the 
insignificant relationships significant. At the final analysis, 9 out of the 12 mediating 
relationship' hypotheses were supported, while the other 3 were not supported based on 
the advanced PLS-SEM path modeling results. 
5.3 Discussions 
The analysis and testing of data had been reported in the previous chapter and the previous 
section offers the recapitulation of the findings. As such, this section mainly concerns with 
the discussion of findings with regard to the questions in relations to the research 
objectives. It was structured basically to discuss the questions stated previously, hence, 
accomplishing the objectives of the study while offering some generalization. 
The sub-headings of the discussion sections present the findings based on the objectives of 
the study. 
5.3.1 The Theoretical Relation Between Entrepreneurial Competencies and Small 
Firm Performance 
As stated by Jabeen (2014) and Daft (2000), firm performance is regarding the firm ' s 
ability to achieve and accomplish the objectives by using the fi rm 's resources in an efficient 
and effective manner. Similarly, Spillan and Parnell (2006) suggest that a performing finn 
is a finn, which successful in attaining its objectives, by effectively conceiving of and 
implementing value creati.og strategy. According to Jabeen (2014) and Abu-Jarad, Yusof 
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and Nikbin (20 I 0), perfonnance covers a broader tenn that could include productivity, 
quality, consistency. While, it is observed that perfonnance as the ability of the finn to 
succeed in achieving its defined goals and objectives, (Jabeen, 2014; Ricardo & Wade, 
2001 ), firm performance can be viewed as how the finn delivers value to its customers and 
stakeholders. Basically, firm performance refers to how well the managers manage the finn 
resources (Aminu, 2015a; Moullin, 2007) to the level targeted by the top management and 
stakeholders. 
It is observed that in most of the organization research, firm performance has widely been 
studied as a dependent variable (Jabeen, 2014). In the small business and entrepreneurial 
context, this concept has become the subject of extensive and increasing empirical and 
conceptual investigation (Shamsuddin, 2014). The performance of small firm is the ability 
to survive, grow and contribute to the creation of employment and alleviate poverty 
(Aminu, 2015a; Sandberg, 2003). It is discussed that entrepreneurial activities are 
important that can foster growth led firm performance (Hafeez, 2014; Davidsson & 
Wiklund, 2000). 
In many studies, intangible firm resources have used as influencing factor on small fim1 
performance (Arninu,2015a). Some researchers tried to investigate the ways of improving 
the finn performance and some studied the predictors of firm performance (Mahmood & 
Hanafi, 2013). For example, it is stated that the performance of small firm is associated 
with entrepreneurial resources (Law, 2012). It can be said and it can be found in small 
business literatures, a number of researchers have studied the firm performance using the 
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relationship model. For instance, Aminu (2015a) said that most of these researches have 
focused on investigating firm perfonnance determinants, in which several variables have 
been identified. 
This study follows the same relationship model, by taking one construct to predict the 
performance of small firm, which is against the suggestion of many qualitative researchers 
regarding small firms. For examples, Minai et at (2014) and Wyer, Mason and 
Theodorakopoulos (2000) who argue and against on the use of large firm theo1y or 
paradigm in small finn context. In this study, the relationship between the independent 
variable ( entrepreneurial competencies) and the sma 11 firm performance was found to be 
significant where certain dimension even reaches 0.001 significant level. This indicates the 
relationship model works and should be or open for debate, in terms of its applicability in 
examining the small firm performance. 
The use of relationship model in small business can be found easily. For example, the 
performance of small firm is hypothesized to be influenced by various strategic factors 
(Kabir et al., 2017; Carter & Tamayo, 2017). As mentioned, the interest of this study is to 
look into the effect of entrepreneurial competencies and this was also highlighted by 
Mohsin et al. (2017), Kabir et al. (2017) and Tehseen and Ramayah (2015). Moreover, 
Sajilan and Tehseen (2015) highlighted that entrepreneurial competencies are valuable and 
intangible resources that lead towards the success of business. These researchers have used 
the large firn1 theory in their small finn study. In particular, they have used the fom 
resource-based view and the dynamic capabilities view (an extension of the resource based 
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view, Wang & Ahmed, 2007), which claim that the firm perfonnance is strongly related to 
the competencies of managers that are intangible resources (Yusuff, Bakar & Ahmad, 
2016; Mitchehnore & Rowley, 2013; Mitchelmore & Rowley, 2010; Ahmad et al., 20106). 
They made conclusion that entrepreneurial competencies and small firm performance have 
a significant positive relationship. 
This shows that the relationship model between entrepreneurial competencies and small 
finn performance is worth to be considered when one needs to examine such relationship. 
Following those who are against the use of large finn theory in the small finn context, it is 
not to be claimed here that such theories are rightly used in the small firm context. It is 
more of a research model that indicates the relationship between the entrepreneurial 
competencies and small finn performance. However, in this research context, these theories 
are used as the guiding theories for developing the research model of the study. And, the 
relationships that was tested are found to be significant and useful for the overall analysis 
and conclusion. 
5.3.2 The Dimensions of Entrepreneurial Competencies that Influence Small Firm 
Performance 
The first research objective in this study is concerning the direct relationship between 
entrepreneurial competencies and small firm perfonnance. Specifically, the objective 
relates to the tests that confirm the significant relationship that exist between each 
dimension of entrepreneurial competencies and the small firm performance based on the 
data collected in this study. 
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As discussed in chapter two, the entrepreneurial competencies are conceptualized as the 
underlying characteristics such as generic and specific knowledge, motives, traits, self-
images, social roles, and skills which result in venture birth, survival, and/or growth. It is 
stated that entrepreneurial competencies are valuable and intangible firm resources that 
permit the firm to enhance the performance (Tehseen, Sajilan, Ramayah & Gadar, 2015; 
Mitchelmore & Rowley, 2013; Mitchelmore & Rowley, 20 IO; Nuthall, 2006; Colombo and 
Grilli, 2005). Moreover, it is evidenced that entrepreneurial competencies are considered 
as a specific set of competencies which are associated with the flourishing 
entrepreneurship. 
To reemphasize, in the context of the current study, entrepreneurial competencies are well-
defined as individual characteristics that include both behaviors and attitudes, which pennit 
entrepreneurs to attain and maintain high level of perfonnance. Precisely in the present 
study, entrepreneurial competencies are included of the entrepreneur' s skills, self- image, 
motives, traits, knowledge, attitudes and behaviors which leads to superior finn 
performance (Ahmed, 2007). As discussed earlier, the dimensions of entrepreneurial 
competencies utilized by Ahmad (2007) are adopted in this study. Ahmad (2007) adopted 
nine dimensions from Man (2001) and introduced three more dimensions to be further 
tested in Australia and Malaysia. However, Ahmad (2007) has reported the relationship as 
the composite variable for the entrepreneurial competencies domain. This study adopted 
these dimensions to be examined in the different environment (Pakistan) and industry 
(surgical instrument industry) but taking each dimension separately to influence the small 
firm performance. 
253 
In the context of construct dimensional, most of the researchers are agreed that 
entrepreneurial competencies are multidimensional constructs (for example, Mohsin et al., 
2017; Kabir et al., 2017). In particular, in this study, it is intended to test the entrepreneurial 
competencies as multi-dimensional construct instead of W1idimensional construct. Twelve 
dimensions were tested to be significantly contribute to the perfonnance of the small finns. 
These dimensions are (i) strategic competency, (ii) commitment competency, (iii) 
conceptual competency, (iv) opportunity competency, (v) organizing and leading 
competency, (vi) relationship competency, (vii) learning competency, (viii) personal 
competency, (ix) technical competency, (x) ethical competency, (xi) familism competency 
and (xii) social responsibility competency. In chapter four, it was tested and found that (i) 
strategic competency, (ii) commitment competency, (iii) opportunity competency, (iv) 
relationship competency, (v) technical competency and (vi) social responsibility 
competency have direct significant relationship with small firm performance. These 
findings are consisted and guided by resource base view, according to this perspective firm 
valuable resources are main source in order to achieve superior perfonnance. Therefore, 
Carter and Tamayo (2017) argued that entrepreneurial competencies are finn valuable 
intangible resource. 
For the significant relationship or dimensions, the study would suggest the small firms to 
provide attention to the aspect of (i) strategic competency, (ii) commitment competency, 
(iii) opportunity competency, (iv) relationship competency, (v) technical competency, 
and (vi) social responsibility competency in order to ensure the good performance of the 
firms. 
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In the direct relationship, we cannot deny the importance of strategic competency in 
predicting the small firm perfonnance. This fact was highlighted by many leader scholars 
such as Kabir, Ibrahim & Shah (2017), Mohsin et al., (2017), Tehseen & Ramayah (2015), 
Mitchelmore & Rowley (2013) and Ahmad et al. , (2010b). This finding is not a surprise 
finding as those firms with strategic competency can be aware of the projected directions 
of the industry and develop competitive edge to compete effectively. 
For the commitment competency, it was highlighted earlier by various researchers like 
Sarwoko et al., (20 13), Ahmad et al., (2010a), Ahmad (2007) and Man (2001) emphasized 
on the importance of commitment competency with respect to finn performance. The same 
result was found within this study that focusses on the small firms. This finding reflect that 
commitment competency of the entrepreneurs and the small fum owner-managers that 
refuse to let the business fail can build strong internal drive for business success. So, it is 
concluded that this commitment competency is applicable in the context of examining the 
relationship between entrepreneurial competencies and small firm pe1fonnance. 
With regard to the opportunity competency, the significance role of opportunity 
competency to achieve firm performance stressed by Kabir, Ibrahim & Shah (2017), 
Mohsin et al., (2017), Tehseen & Ramayah (2015), Ahmad et al., (2010b) in their studies 
regarding the SM Es. The statistical result is not astonishing in the context of large firms, 
as those firms equipped with opportunity competency can easily identify goods that 
customers wants and perceive unmet customer needs to take the high quality business 
opportunities and achieve high progress. The opportunity competency of the entrepreneurs 
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or owner-managers is viewed as crucially important for the small firm performance and 
requires attention to all in examining the performance of small firm everywhere. 
Another dimension of entrepreneurial competencies that was found to be significant in 
predicting small firm perfonnance is the relationship competency. In today competitive 
business situation, it is essential for entrepreneurs to deal in efficient way with different 
market shareholders for business success. Within this context, it is argued by Mohsin et al. 
(2017), Saxwoko et al. (2013), Ahmad et al. (201 Ob) that relationship competency is about 
to influence and gain support from others in order to make finn performance. This is similar 
for the small firm. The finding shows that those small firms having relationship 
competency can easily develop long-term trusting relationships with others and maintain 
personal networks of work contacts for attaining high performance. 
With respect to technical competency, the research work of Mohsin et al., (2017), Ahmad 
et al., (201 Oa) and Ahmad (2007) highlighted the imperative role of technical competency 
for accomplishing perfonnance goals. The result is not shocking as those firms have 
technical competency can utilize technical knowledge relevant to the business and use 
specific technical expertise for making performance. The entrepreneurs and the owner-
managers need to possess technical competencies themselves or having workers who are 
technically competence to ensure the performance of the firms is as expected. 
Finally, the last significant dimension of entrepreneurial competencies is the social 
responsibility competency. This social responsibility competency is well developed and 
256 
established in the large firms and this finding shows and support the emerging social 
responsibility competency in the small fmns. In today's social era, social responsibility is 
regarded as "positive activities' ' by fitms regardless of their size and this is in line with the 
finding offered by Ahmed (2007) who argued that those small firms that practice social 
responsibility competency show concern for community activities and staff welfare as a 
result finn earn goodwill and high performance. 
In the next stream, on the contrary, for the non-significant relationships or dimensions, 
although these six dimensions, (i) conceptual competency (ii) organizing and leading 
competency (iii) learning competency (iv) personal competency (v) ethical competency 
and (vi) familism competency are expected to be significant, but they were proven 
insignificant. As such, this result is therefore not consistent with resource base view and as 
well dynamic capability view. However, some previous studies have similar results with 
this finding as they have also reported that entrepreneurial competencies have not been 
found to exert a significant influence on firm performance (Lopa & Bose, 2014; Narkhede 
et al., 2014; Man, Lau & Snape, 2008; Fenwick & Strombom, 1998). Thus, possible 
explanations for such non-significant relationship between entrepreneurial competencies 
and small firm performance the details discussions follow. 
For the conceptual competency, the ability to conceptualize things usually fall onto the 
responsibility of a person who is well-verse regarding the understanding of group of people 
in the company. In such case, it is easily understandable that the conceptual competency is 
available in the larger firm. However, in the small firm context, the conceptual competency 
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of the owner-manager is probably limited and something that is very hard to obtain. This 
probably explain why the result in this study was found as insignificant. 
With regard to organizing and leading competency, misappropriation of organizing and 
leading competency has been identified to have an adverse effect on small firm 
performance. Sajilan, Tehseen and Adeyinka (2016) argued that inefficient utilization of 
entrepreneurial competencies is critical to firm perfonnance. However, this could not be 
proven in this study. It seems that the effect of organizing and leading competency cannot 
be realized directly on small firm performance. However, it could be significant with the 
indirect effect through other capabilities. In small finn, it is more of the personal or 
individual organizing and leading as it centers around the one person, the owner-manager. 
With the aim to success and be ahead of others, the entrepreneurs or owner-managers are 
more likely to organize their work according to their personal preference and in a way 
leading the firm forward. Such issue could be the reason why this dimension is not 
supported in this study. 
The plausible explanation on the insignificant relationship between the dimension of 
learning competency and small firm performance could be the lack of proactive learning 
from a variety of means or resources by the entrepreneurs or the owner-managers of small 
firms. The owner-managers, due to the lack of time in managing the businesses, especially 
with one person central to the businesses, probably do not have time to learn. This is 
particularly relevant to the formal learning, where for the infonnal and non-formal learning, 
the entrepreneurs gain while they do their businesses. 
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For the personal competency dimension, the result is surprising to the researcher as the 
earlier expectation inclines to the strong positive significant relationship to the small firm 
perfonnance. It is believed that personal competency of the entrepreneurs and the owner-
managers drives the firm forward. However, the results prove otherwise. Looking at the 
significant level of the relationship at p=0.195, this is not far from being significant. There 
is a strong possibility to obtain better result if more data are made available or with the 
mediating role of capabilities. 
For the other insignificant dimension of ethical competency, the results prove the debate 
on the ethical value practiced in the firm. This aspect was not given attention, especially in 
the small business context. Finding by Mayanja and Perks (2017) and Wang, Feng and 
Lawton (2017) have provided mix result on the ethical issue in business. The examination 
on the small firm context is also expected to provide either significant or insignificant 
results. As the flexibility and freedom traits of the small firms, the owners could practice 
or concern about ethic in his/her firm or otherwise. Moreover, ethic has been incorporated 
in the group as the culture and practices in the firm, be it small or large. In the real world, 
evidences show that there are small fums offering products at unfair prices and not 
transparent in business dealings. So, the insignificant result for this relationship in the small 
firm performance context is not surprising. 
The last insignificant dimension of entrepreneurial competencies that is not significant in 
the test is the familism competency. Within the context of modem world, with massive 
knowledge about the real wodd (make more business potentials emerge), inheriting the 
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business becomes less priority. Family members are able and more likely to look for other 
business opportunities. This could be a probable explanation that owners-managers of 
small firms are not interested in building a foundation for the next generation to continue 
the same business considering the difficulties and challenges in the existing business and 
comparing with the other potentials based on the infonnation they can access now days 
with the communication technology development. 
Overall, the findings are considered as good considering such tests are full of arguments to 
be conduction in the small firm context. Many previous studies reveal that most of the 
tested entrepreneurial competencies dimensions to exert an influence on organization 
pe1-fonnance, for examples, Carter and Tamayo (2017), Mahadalle and Kaplan (2017) 
Martin et al. (201 7), however, not in the context of small fions. This is a good findings and 
offers new knowledge in term of the significant dimensions of entrepreneurial 
competencies that influence small firm performance. Such tests, within the small finn 
context, should be further done and applied in various industry to reveal certain pattern or 
commonality so that a solid model or even a theory can be established regarding small finn 
performance from the perspective of entrepreneurial competencies. 
Also, the mix significant level for each dimension also open up the debate that such direct 
relationship can be strengthen by other competencies. The fact that certain dimensions of 
entrepreneurial competencies cannot be realized directly on small firm performance, may 
have an indirect effect through other components like dynamic capabilities, which are 
opted in this study as the mediating variable. 
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5.3.3 The Mediation Effect of Dynamic Capabilities in the Model 
Keeping in mind the direct effect of dynamic capabilities to the firm perfom1ance, the same 
idea is applied to the small firm performance. The dynamic capability view model has been 
used widely to finn perfonnance as many scholars argue that the strategy of accumulating 
valuable assets is often not enough to support significant superior performance in rapidly 
changing environments, for example Nievas and Haller (2014). In th.is view, in the attempts 
to explain the greater ability of the firms to adapt to environmental needs by altering it 
resources (Nieves & Haller, 2014), dynamic capabilities perspective evolved as an 
extension of resource based view (El Akremi, Perrigot, & Piot-Lepetit, 2013; Carlos & 
Pinho, 2011). Applyjng this perspective in the small business context is a challenging and 
with possible flaw as the unique characteristics of small firm with limited resources and 
abilities. 
Moreover, in spite of the potentiality of those resources perspectives in explaining how 
fim1s can use their distinctive intangible resources to conceive of and implement the 
valuable strategy that sources performance, the approaches lapsed in the explanation on 
how and why some firms outperform others in rapidly changing environments (Carlos & 
Pinho, 2011; Eisenhardt & Martin, 2000). Thus, the dynamic capabilities view emerged as 
the potential integrative perspective for widerstanding the newer sources of performance 
especially in turbulent environments (Teece et al., 1997). Hence, the concept of dynamic 
capability is viewed as the ability of a firm to build, integrate, and reconfigure its internal 
and external competences to address rapid changing environments (Teece et al., 1997). 
These capabilities are the antecedents of the firms' performance, by wh ich managers 
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integrate, build, and recombine resources and competencies in order to generate and sustain 
superior performance (Wang et al, 2015; Eisenhardt & Martin, 2000). The same question 
emerges as such capabilities (dynamic capabilities) can be effectively applied within the 
small business context. 
Within this study, as the theoretical model was setup, the dynamic capabilities were 
projected as the mediating variable. Specifically, the study employed the conceptualized 
dynamic capabilities as a mediating variable between entrepreneurial competencies 
(intangible resource) and small finn perfotmance. Checking on the relationship between 
dynamic capabilities and small finn performance is rather straightforward as the dynamic 
capability view is applied in the model with a lot of supports and with high level of 
significances. However, testing for the relationship between the dimensions of 
entrepreneurial competencies and dynamic capabilities involves a few challenges, in 
particular, when looking at the insignificant relationship between direct relationship 
between dimensions of entrepreneurial competencies and small firm performance. 
To recap, the dynamic capabilities as mediating variable tested in this study comprise the 
pool of capabilities (i.e. sensing, learning, integrating, alliance management, 
reconfiguration and coordinating capabilities) and they reconfigure existing firm's assets 
to address environmental changes and generate performance, as pinpoint by Nieves and 
Haller (2014). [t is hypothesized that these sets of capabilities best suited the need of the 
firms ' assets reconfiguration in order to address the underperformance of small firms. The 
findings of this study regarding this scenario show that the 'first' link, that is the 
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relationship between dynamic capabilities and small fmn performance is significantly 
established and the 'second' link improves the number of significant relationships from six 
to nine dimensions of entrepreneurial competencies. This is an interesting result that needs 
to be highlighted within the context of small firm performance tests and examination to 
enhance existing literature in this matter. · 
It is proven that the dynamic capabilities, as high order capabilities to sustain superior 
performance over time, have positive significant effect on the small firm performance. 
Moreover, the R2 for this relationship is 45%, which is considered as very sufficient (Hair 
et al., 2014). This finding is consistent with resource base view, as well dynamic capability 
view and with a few previous studies that found a significant link between dynamic 
capabilities and firm performance, such as Roberson, Holmes and Peny (2016), Aminu 
and Mahmood (2015), Lin and Wu (2014), Tseng and Lee (2014) and Wu (2007). 
Examinations of the same agenda on the small firms traced to be with the same results are 
done and revealed by Weerawardena et al. (2015) and Rice, Liao, Galvin and Martin 
(2015). 
Thus, it can be claimed that dynamic capabilities have influenced on the small firm 
performance. Such finding indicates that small firms, which have dynamic capabilities, will 
have better performance compared to small firms that do not have dynamic capabilities. 
Thus, the small firms need to recognize the importance of dynamic capabilities, as better 
firm performance depends on the dynamic capabilities of the firms. This is coinciding with 
the suggestion by Nieves and Haller (2014) who explain the need for greater ability of the 
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firms to adapt the environmental needs by altering it resources through utilization of finn 
dynamic capabilities for enhancing the performance. 
It could be argued that dynamic capabilities are the antecedents of the small firms' 
performance, by which owner-managers integrate, build, and recombine resources and 
competences in order to generate and sustain superior performance. This is what is 
suggested by Eisenhardt and Martin (2000). To this end, it is evidently enough to establish 
that it is both theoretically and empirically supported that dynamic capabilities significantly 
impact on the small firm perfonnance. 
The other side of the relationships, which are between entrepreneurial competencies and 
dynamic capabilities, are also tested. In particular, the tests on the six insignificant variables 
are of a particular interest of the researcher. The change sign, from insignificant to 
significant, indicates the mediating effect of dynamic capabilities. The test results show 
that, on top of the six significant dimensions predicting small firm performance, additional 
three dimensions, from the insignificant relationship, become significant predictors with 
dynamic capabilities become mediator. These three dimensions are (i) organizing and 
leading competency, (ii) personal competency and (iii) familism competency. 
In explaining the three dimensions that become significant indirectly to the small firm 
performance, the first dimension that has changed sign is the organizing and leading 
competencies. This dimensions actually are crucial in the sustainability of the small finn, 
which has something to do with the small fmn performance. It seems that within this study, 
the organizing and leading competencies are the important dimension for ensuring the firm 
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dynamic capabilities. This finding is similar to the findings by Lin and Wu (2014) within 
the context of small firm and by various scholars in the context of large firms, for example 
Tseng and Lee (2014) and Prange and Verdier (2011). Such significant indirect relationship 
is expected as the insignificant level for direct relationship to small firm performance is not 
far to be reached. 
For personal competency dimension, this competency can be traced to be closely connected 
to the dynamic capabilities. The entrepreneurs or owner-managers personal competency is 
the most valuable firm resources that are central to the capabilities of the firms to be 
dynamic. This is an expected finding and it explains the connection with the small finn 
performance. This significant finding is similar to the findings by Sarwoko et al. (2013) 
and Ahmad et al. (20 l Ob) with regard to direct relationship and wl1ich none can be traced 
for the indirect relationship. 
The familism competency explains the above situation better. The direct insignificant 
becomes indirectly significant could be the influence of the owner-managers or 
entrepreneurs who are central to the firm dynamic capabilities that center around these 
individuals. Thus, familism competency become an important dimension in the small firm 
perfonnance at the end. It seems the respondents in this study do not believe in the 
involvement of family member directly to the performance of the firm but inputs are to be 
through them that contribute to the firm dynamic capabilities that contribute to the finn 
performance. It is concluded here that familism competency contributes to the small firm 
performance, however, through the mediating construct of firm dynamic capabilities. 
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The other three insignificant direct relationship dimensions of entrepreneurial 
competencies that remain to be insignificant even with the introduction of a mediating 
variable of dynamic capabilities, which are (i) conceptual competency, (ii) learning 
competency and (iii) ethical competency. Whilst not much explanation could be provided 
to this situation, in this study, these results could be due to the unique cultural, institutional 
and environment where the study took place. It seems that the respondents in this study 
believe that these dimensions of entrepreneurial competencies are not contributing to their 
firm performance, even with the mediating factor of firm dynamic capabilities. Moreover, 
such case is already being emphasized by Solesvik (2012) who suggests that it is essential 
to understand the entrepreneurial competencies in less developed economies ( developing 
countries) which is proposed as different from those technically advance or developed 
economies. 
For the significant dimensions of entrepreneurial competencies that explain the small firm 
performance, when the mediating variable of dynamic capabilities are introduced, the 
significant levels of the dimensions seem to improve. Theoretical, the dynamic capabilities 
are crucial in using entrepreneurial competencies to predict small firm performance (as 
mediator), however, if someone wants to look at both dynamic capabilities and small fim1 
perfonnance as separate dependent variables, more dimensions of entrepreneurial 
competencies can be used to predict dynamic capabilities. As the dynamic capabilities 
indicate toward firm perfonnance, dynamic capabilities construct is then functioning as 
mediating variable. In fact, this further strengthens the fact to take dynamic capabilities as 
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a mediator in this study and strengthen the research framework to be utilized in the future 
study. 
Empirically, the significant relationships between firm resources, the entrepreneurial 
competencies (representing by nine dimensions) and dynamic capabilities is consistent 
with the previous studies done in the large furn context and small firm context (which in 
this thesis, it is argued as inappropriate) such as Aminu and Mahmood (2015), Villar et al. 
(2014), Tseng and Lee (2014), Nieves and Haller (2014). Similar argument for the small 
firm perfonnance, dynamic capabilities are most often built through entrepreneurial 
resources, characteristics and competencies. They are viewed as antecedents of dynamic 
capabilities in order to meet the rapid changing business environment, as suggested by 
Eriksson (2014) and Ac1kdilli and Ayhan (2013). Such suggestion is valid as the firm 
resources ( entrepreneurial competencies) can be translated into superior performance 
through reconfiguration process of dynamic capabilities. Same suggestion is offered by 
Pavlou and Sawy (2011) and Den ford (2013). It is also suggested here that the dynamic 
capabilities act as the glue that brings firm resources together and enables the firms to 
deploy them usefully and achieve high level of performance. 
To summarize the test on the effect of the mediating variable and the results of the tests 
required as stated in the research framework, it is evidenced that the whole model explains 
well the performance of small firm. Entrepreneurial competencies can be used to explain 
the perfonnance of small firm with R2 = 43% and moreover, entrepreneurial competencies 
and dynamic capabilities jointly explain the performance of small firm with R 2 = 45%. This 
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is quite good as being explained by many leading statisticians such as Hair et al. (2014) 
and Chin (1998). It also reflects the significant and relevancy of dynamic capabilities as a 
mediator to the relationship. More importantly, it shows that the research framework is 
reliable and can be used for future research, within the research context and objective. 
Replication study is very much acceptable. 
5.3.4 The Discussions in Relation to the Surgical Industry in Pakistan 
To begin with, it is highlighted again here that the reasons behind focusing on the surgical 
instruments manufacturing sector of Pakistan are due to the lack of evident on the 
researches in this area and in the developing country context. The other reasons that make 
this research is much relevant are that the fact the world is moving rapidly from a 
production-based economy to a knowledge-based economy and to industrial revolution 4.0 
(refer to Ooi et al., 2018, Ngugi, 2014). Thus, the entrepreneurial competencies shall 
contribute a major role in the success of small businesses. 
In today's dynamic environment of business, fmns need to have tl1e capabilities to learn 
about latest developments in their internal and external business environments. This is in 
line with the suggestion made by Hafeez (2014) and O'Cass and Weerawardena (2010). 
The surgical manufacturing sector is not available many countries especially the 
developing countries. The surgical manufacturing firms can be found in big number in 
countries such as Pakistan, India and China. This makes the opportunity to do research 
regarding this sub-sector limited and information from this research definitely carries 
important and meaningful values. Thus, finding on various entrepreneurial resources, as 
268 
revealed in this study are considered major contributing factors towards small firm 
performance of surgical sector, in particular for Pakistan. 
For tl1e surgical manufacturing finns in Pakistan, the results suggest that these small firms 
depend on nine dimensions of entrepreneurial competencies as to help them to identify 
strength, weaknesses, opportunities and threat to achieve higher performance. The 
exclusion of other three dimensions could be based on the assertion that in a traditional, 
relatively less-industrialized country business system is not integrated with one another, 
and therefore, not all entrepreneurial competencies that were hypothesized may not be 
utilized effectively in surgical sector of Pakistan. 
The results also postulate that the surgical sector entrepreneurs in Pakistan look into the 
aspect of firm dynamic capabilities fuat link their entrepreneurial competencies with their 
small ttrm performance. It is evidenced that these small firms, believe that the 
entrepreneurial competencies and dynamic capabilities become the "glue" that brings them 
together and enables the firms to deploy them advantageously and perfonn much better. In 
the context of Pakistan, why this study is conducted in this country, the researcher found 
that small finns in Pakistan is perfonning below due to dearth of education and training 
substantially restricts or reduces a firm 's ability to achieve its goals. Furthermore, the 
majority of firms in Pakistan is the SMEs that consist more than 80% of the whole business 
establishment. Such fact become the reason for this study. 
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5.4 Implications of the study 
In general, the author believes and wants to make statement that the findings of the study 
have significantly contributed to both the theoretically and practically. The following sub-
sections present the contributions and the implications. 
5.4.1 Theoretical Implications 
The theoretical contribution of this study comes from the model explaining the relationship 
between entrepreneu1ial competencies (individually) with the small finn performance, and 
with the mediating effect of dynamic capabilities on the mentioned relationship. This 
model can be applied by various researchers who have doubt on the unique characteristics 
of small firm that make direct use of large firm model doubtful. 
In this study, the conceptual model was developed based on the literature gaps identified 
in the study and by ' borrowing' the 'provision' of two theories that relate to large finn 
performance. Specifically, the theoretical model has been projected and developed on the 
platform of resource-base (Barney, 1991) and dynamic capability (Teece, 2007; Eisenhardt 
& Martin, 2000; Teece et al., 1997) perspectives. Consequently, for the research 
framework, the study incorporated dynamic capabilities as the mediating mechanisms to 
explain better, and understand how and why do firm resources ( entrepreneurial 
competencies) influence small firm performance. In other words, this study incorporated 
dynamic capabilities concept as mediating variable on the relationships between 
entrepreneurial competencies (individually) and small firm performance. 
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The environment context is within the surgical industry sub-sector and Pakistan as the 
country where the field work took place. Moreover, the issue of current business 
environment, which is turbulent and rapid changing enviromnent is being considered. So, 
the findings are with the influence of the culture, context and nature of the sub-sector of 
study, the people of Pakistan and the business environment there. 
Based on its empirical findings, the current study offers several contributions to the body 
of knowledge, particularly in the literature concerning the relationships of entrepreneurial 
competencies, dynamic capabilities and small firm perfonnance. Proposing the research 
framework, by considering the unique characteristics of small firm and questioning the 
appropriateness of using theories that are applicable in large firm context, may be no1mal 
to those who neglect the unique characteristics of small firm but a big issue for those who 
think so. Thus, this study adds to the gap in the literature related to this issue. 
The way the tests in this study is conducted, the examining the effect of entrepreneurial 
competencies on the individual basis on the small firm performance, the study provides 
new insights about the impact of each dimension of the entrepreneurial competencies on 
the small finn perfonnance. The available studies take the entrepreneurial competencies as 
composite construct and by taking each dimension individually, it provides deeper 
understanding and possibly narrowing the gap in the literature. Furthermore, the outcomes 
of the study also confirm the significant direct and indirect effect of entrepreneurial 
competencies on the small finn performance. This study shows the perfo1mance of small 
finn can be examined significant by incorporatirig the six entrepreneurial competencies 
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dimensions directly and incorporating nine dimensions if use dynamic capabilities as 
mediator. This model ( the research framework) is claimed here as the first of its kind to be 
developed with consideration given to the fact that small firm should be considered 
differently from the large finn perspective. This is what Minai et al. (2014) said that small 
fim1 is not a microcosm of a large fim1. 
The present study also provides empirical evidence in the area of the study by revealing 
the significant effect offtrm resources in building the small finn capabilities. The findings 
of the study prove that high levels of strategic finn resources like entrepreneurial 
competencies lead to the firm dynamic capabilities, which in turns lead to the small finn 
performance. These findings provide a good and reliable model that postulates that small 
firm with a set of resources can strengthen unique capabilities and obtaining superior 
performance. 
Another theoretical contribution claimed by the study is with regard the utilization of 
dynamic capability as a mediator to the relationship between each of dimension of 
entrepreneurial competencies with the small firm perfonnance. According to Teece et al. 
( 1997) dynamic capabilities concern with the ability of a firm to build, integrate, and 
reconfigure its internal and external competences in order to deal with rapid changing 
environments. This ability is center around the entrepreneurs or the owner-managers. 
Examining the attributes of small finn dynamic capabilities that center around the 
entrepreneurs or owner-managers is something new and never being discussed before. 
Thus, it is claimed here that this is a major contribution to the body of knowledge. The 
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present study provided not only additional empirical evidences in the domain of dynamic 
capability view but also established empirically that dynamic capabilities mediate the 
relationships between entrepreneurial competencies (individually) and small finn 
perfonnance on the platfonn of dynamic capability view. 
Although many researchers have conducted a number of empirical studies drawing on both 
firm resources and dynamic capabilities in determining firm performance in rapidly 
changing environments (Hung & Chou, 2013; Setyanti et al., 2013), many still argue that 
there is still lack of studies on how dynamic capabilities reconfigure existing firm resources 
to affect performance in such rapidly changing environments (Lin & Wu, 20 14 ). This may 
consequently be due to the fact that research on dynamic capabilities is generally an 
emerging field (Parida, Oghazi & Cedergren, 20 16). Hence, in this view, the present study 
conttibuted to the literature of dynamic capabilities by establishing the mediating effect of 
dynamic capabilities on the relationships between such entrepreneurial competencies and 
small firm performance. 
If the researcher wants to associate this work with the contribution to the theories being 
'borrowed', this study claims that it provides additional empirical evidence to the domain 
of resource based theory and the dynamic capability theory, providing a broader theoretical 
perspective regarding the role of finn resources (here entrepreneurial competencies) and 
capabilities (here dynamic capabilities) and how they can be deployed to foster finn 
performance. It is further said here that such theories can be applicable in the context of 
small finn, according to the result of the data collected. It proves the premises of these 
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theories in the form of firm resources influence, their integration and deployment with 
capabilities and how they complement each other to improve fum performance. 
Finally, as the research on entrepreneurial competencies in is still in its emergent state, very 
little is known about what dynamic capabilities are all about and their relationship with 
finn perfonnance particularly in developing countries (Li & Liu, 2014 ). Therefore, 
conducting the present study on the mediating effects of dynamic capabilities on the 
relationship between entrepreneurial competencies and small firm performance in the 
surgical sector of Pakistan on the platform of resource base view and dynamic capability 
view has addressed the situation and could further developed foi: the theoretical 
contribution. 
5.4.2 Practical Implications 
According to the findings of the study, the present study has important practical 
implications for the surgical instrument manufacturing small finn owner-managers, 
managers, practitioners and government agencies (e.g., SMEDA, Silv1AP). It provides 
significant insights for them to plan for the development of small firms in the sub-sector of 
surgical manufacturing by using the approaches suggested in this study. Thus, the most 
influential factors on the small firm performance in surgical manufacturing sector Pakistan 
can be identified. This certainly contributes to improve the surgical manufacturing small 
finn performance. This is applied to the small business perfonnance, in genei:al, and it is 
compatible with the Pakistani government initiatives to ensure sustainable growth in 
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manufacturing, particularly the SMEs sector and Pakistan planning commission vision 
2030. 
Referring to a researcher by Ikram et al. (2016), it revealed that the small firms in Pakistan, 
particularly the surgical manufacturing sector has experienced a low growth trend in the 
recent years. Thus, using the findings of the present study, both government agencies and 
owner/managers of surgical sector would be able to plan and strategize on the fum 
performance at both local and international levels. The findings of the study provide 
insights into how small finn managers and practitioners can enhance the performance of 
small firms and gain competitive advantage in the market, based on the entrepreneurial 
competencies and dynamic capabilities dimensions revealed in the tests. The respective 
stakeholders can use the findings in their decision making in order to ensure long-tenn 
success and gain superior performance. 
More importantly, the findings raise the awareness among the small firm managers and 
practitioners about the important role of entrepreneurial competencies in building dynamic 
capabilities within their firms, the performance of their firms. In other words, the managers 
of small firms should take into account that entrepreneurial competencies are aligned 
effectively with dynamic capabilities and lead to a better fim1 performance. Consequently, 
as mentioned previously, in the present rapid and constant flux in global business 
environment, and the fierce competitive activities (as mentioned by Teece, 2007), the 
strategy of accumulating those valuable intangible resources is often not enough to support 
a significant performance, thus, dynamic capabilities are essential to the small finn 
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performance. In Pakistan, the turbulent business environment (as mentioned by Sherazi et 
al. , 2013), superior performance relies on the finn's ability to integrate, build, and 
reconfigure its intangible resources. Similarly, as the Pakistani SMEs are under critical 
situation due to the global business environment instability, the managers need to response 
to certain strategies that would safeguard their businesses from collapsing and, thus, 
provide them with the competitive advantage needed to sustain the businesses or lead 
towards superior performance. 
It is suggested here, from the empirical evidences of mediating effect of dynamic 
capabilities on the entrepreneurial competencies and small firm performance relationships, 
the dynamic capabilities concept needs to be seriously taken into consideration by the 
respected authorities of Pakistan and SMEs' owner/managers to be integrated, coordinated 
and reconfigured in their internal and external resources toward conceiving and 
implementing value-added strategies for their respective firms. 
By utilizing this study findings, small and medium development authority (SMEDA) of 
Pakistan and surgical instruments manufacturing association of Pakistan should encourage 
owner/managers to acquire more knowledge and new skills with regards to entrepreneurial 
competencies in order to be competitive in business turbulent and ever changing 
environment. For example, they can launch training programs or workshops to enhance 
owner/manager entrepreneurial competencies so that the entrepreneurs can have better 
understanding about efficient utilization of entrepreneurial competencies and dynamic 
capabilities which permit to finn perfonnance. 
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In addition, entrepreneurs from surgical sector should upgrade their knowledge according 
to the industry competitive requirements. The small surgical manufacturing firms need to 
be encouraged to configure their resources and capabilities in order to improve their 
performance. This shall give some new dimensions and guidelines for the uplift of surgical 
instrument manufacturing industry in Pakistan. 
These implications are not limited to surgical instruments manufactming sector of Pakistan 
but can be applied to other sectors as well. Lastly, the study findings are viewed as 
important source that serve as a road map for achieving Pakistan vision 2025, Pakistan to 
be ranked in the top 50 countries for ease of doing business by the year 2025. 
5.5 Limitation and Recommendations for Future Research 
In spite o f several significant contributions highlighted in this study regarding small firm 
performance, it has several limitations that need to be mentioned. On the positive note, 
such limitations shall also offer avenues for future research. The limitations as well as the 
recommendations for future research works are as below. 
The scope of this study that covers the surgical instruments manufacturing sector in 
Pakistan can be viewed that limitation of the study. Findings are only generalizable within 
this sub-sector or the sub-sector that have similar characteristics. This limitation opens for 
the opportunity of future research works in other sectors/sub-sectors in order to draw a 
more comprehensive conclusion. 
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The study was conducted in Pakistan that has unique social and cultural characteristics. 
Thus, the entrepreneurial competencies and orientation are unique to this country. It is 
highly recommended to further investigate the study model in other countries for obtaining 
more insights, in particular, in the developing countries, so that findings are more 
generalizable. 
With regard to the research methodology, the study adopted cross-sectional design in which 
data was collected at single period of time. Whilst future quantitative study is suggested, 
the qualitative approach is also worth to be considered. The quantitative approach utilized 
in this study might not permit the data to represent the long-term behaviors of the firms, 
thus, future study that addresses this constraint by conducting longitudinal study to collect 
data over two or more points of time is also recommended. In view of these restrictions, a 
longitudinal study is suggested for future research as the longitudinal study can provide in-
depth insight and make more valuable contribution to the academic literature regarding 
entrepreneurial competencies, dynamic capabilities and small firm performance. 
Back to this research agenda, in case of the dimensions of entrepreneurial competencies, 
more dimensions can be further investigated to determine their effects on small finn 
performance. For other industry sub-sectors, future researchers can try to establish which 
dimensions/types of entrepreneurial competencies is more suited to selected industry. 
With regard to the mediating variable, the dynamic capabilities were positioned as the 
mediating variable and was used as composite variable. It is suggested that future research 
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may investigate the intervening effects of each of dynamic capabilities dimensions (i.e., 
sensing, learning, integrating, alliance management, reconfiguration and coordinating 
capabilities) individually, that is between existing firm resources and its performance. This 
probably can provide richer information as more sub-dimensions of dynamic capabilities 
are tested. For example, future study may examine a contingent variable that can interact 
with specific dimensions of entrepreneurial competencies to explain a particular situation 
in which these competencies influence certain dimensions of dynamic capabilities. 
For the insignificant effect, of conceptual competency, learning competency and ethical 
competency in this study, it is suggested that their relationship with the small firm 
performance to be re-investigated in a future study. Finally, the study also suggests future 
research works to expand the study model by adding more entrepreneurial finn resources 
such as entrepreneurial networks and access to finance, and interactions of these resources 
with the variables of the study might show more insights. In a nutshell, similar future study 
is needed particularly in developing countries where studies on entrepreneurial domain are 




This study is a pioneering attempt to examine the impact of entrepreneurial competencies 
on small finn performance with the consideration of a mediating role of dynamic 
capabilities in the surgical instruments manufacturing sector of Pakistan. While there are 
some studies that have investigated the impact of dynamic capabilities on the relationships 
between firm resources and performance, particularly of large firms, the present study 
specifically addressed the identified theoretical gaps by incorporating entrepreneurial 
competencies (firm resource) as antecedents of small finn performance via dynamic 
capabilities. Additionally, the study also examined how such antecedents (dimensions) 
could be modified and reconfigured through dynamic capabilities in order to source and 
maintain superior performance in the business rapidly changing environment. 
The crux of all of the aforementioned discussion is that in this contemporary age of fierce 
competition among business rivals, the bright and most promising future holds for those 
small firms which would seek to augment their performance by efficient utilization of 
entrepreneurial competencies and dynamic capabilities. Both entrepreneurial competencies 
and dynamic capabilities are instrumental factors for those firms which are in aggressive 
pursuit of unrivaled business perfonnance. 
Moreover, the study has provided practical and theoretical contributions in terms of the 
influence of entrepreneurial competencies and dynamic capabilities on small firm 
performance. The study also has suggested that policymakers and the government of 
Pakistan need to revamp the SMEs development policy to boost the perfonnance of small 
280 
business, and based on the limitations of the study, several directions for future research 
are outlined. To this end, it is claimed that this study has substantially contributed to the 
existing small firm literature on entrepreneurial competencies and dynamic capabilities in 
the context of a developing economy such as Pakistan. Conclusively, this research work 
has added valuable implications in the field of small firms, entrepreneurship and strategic 
management. Moreover, the research findings also go a long way in lending a strategic 
model of how Pakistani small firms can improve their perfonnance, and also can serve as 
instrument for achieving Pakistan vision 2025 and Pakistan planning commission vision 
2030 objectives and policies for SMEs. 
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Unlversltl Utara Malaysla 
Survey of Small Firms of Surgical Instruments Manufacturing Sector in Pakistan 
Dear Sir/Madam, 
My name is Saqlain Raza, a PhD candidate of College of Business, Universiti 
Utara Malaysia. My research interest relates to the small firm of the surgical instrument 
manufacturing sector in Pakistan. This study aims to reveal the commitment of small 
firms in enhancing their Performance. I would be very grateful if you could spend some 
of your precious time to complete the following questionnaire. 
The Questionnaire contains 4 sections A, B, C and D. It should take about 20-30 minutes 
to complete the survey. Your answers will be kept anonymous and strictly confidential. 
The information will not be disclosed as part of ethical protocols of the Universiti Utara 
Malaysia. Should you need any further assistance while filling in the questionnaire, please 
do not hesitate to contact me on mobile phone: +92-333-6153493 or email to: 
saqlainraza l 983@hotmail.com. 
Yours sincerely, 
Saqlain Raza 








Section A: Demographic Characteristics of the respondents 
Below are the statements that describe you and your firm, kindly tick for the appropriate 
answer. 
1. Age (a) 21-30 (b) 31-40 (c) 41-50 (d) 51-60 (e) 61 and above 
2. Marital Status (a) Single (b) Married (c) Separated 
3. Your Position: (a) Owner/Manager (b) Manager (c) Others-----------
4. Your Education: (a) HSSC/Matric (b) Diploma (d)Degree/Graduate 
(e) Postgraduate/Master (f) Other-----------
5. Age of your fmn: (a) < 1 years (b) 1-5 years (c) 6-10 years (d)l 1-15 years 
(e) I 6- Above 
6. Number of Employees: (a) 01- 09 (b) 10-35 (c) Above 35 
7. Are you member of any association? 
(a) Surgical Instruments Manufacturer Association of Pakistan (SIMAP) 
(b) Sialkot Chamber of Commerce and Idustry (SCCI) 
(c) Both 
8. How active are you as a member of the association? 
(a) Not active (b) Moderately active (c) Active (d) Very active 
9. Are you 
(a) Founder of business (b) Inherited business 
10. What is your experience? 
(a) Less than one year (b) 01 -03 years ( c) 04-06 years 
( d) 07-09 years (e) Above 09 years 
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11. How much the percentage of the share you have in the firm? 
(a) Less than 25% (b) 25%-50% (c) 51 %-75% (d) Above 75% 
Section B: Entrepreneurial Competencies 
The following statements jndicate the entrepreneurial competencies that may be required to run a 
successful business. As a business owner/manager, rate the level of importance you would attach 
to the following competencies. 
Please use the followin scale to indicate )I_OUr answer to each statement as the followin 
Ver Unim ortant Unim ortant Neutral Im ortant Ve 
I 2 3 4 
Section: Bl 
Strategic Competency 
Strategic competency is related to creating, assessing and implementing strategies for the firm. 
l Identify long term issues, problems or opportunities. J 2 3 
2 Be aware of the projected directions of the industry and how changes might I 2 3 
impact the firm. 
3 Priorities work in alignment with business goals. 1 2 3 
4 Redesign my business to better meet long term objectives and changes. 1 2 3 
5 Align current actions with strategic goals. 1 2 3 
6 Assess and link short term, day to day tasks jn the context of long term direction. I 2 3 
7 Monitor progress toward strategic goals. 1 2 3 
8 Evaluate results against strategic goals. I 2 3 
9 Determine strategic actions by weighing costs and benefits. 1 2 3 
IO Conduct research before proceeding with an investment. 1 2 3 
I I Forecast trends and changes in the industry. 1 2 3 
12 Create a competitive edge to compete effectively. 1 2 3 















Ve Unim ortant Neutral Im ortant V 
2 3 4 
Section: B2 
Commitment Competency 
Commitment competency is referred to as the high motivation to compete, commit to goals, drive and 
dedication, restart after failure and commit to long term goals. 
1 Dedicate to make the business work. l 2 3 4 5 
2 Refuse to let the business fail. 1 2 3 4 5 
3 
Have an extremely strong internal drive. 
I 2 3 4 5 
4 Commit to long tenn business goals. 1 2 3 4 5 
5 Be committed to producing quality products. 1 2 3 4 5 
Section: B3 
Conceptual Competency 
Conceptual competency refers to the competency such as think analytically, be innovative, timely decision 
making, reduce risk, and be creative. 
1 Understand the broader implications of issues and observations. I 2 3 4 5 
2 Translate ideas and observations into the business context. 1 2 3 4 5 
3 Take reasonable job-related risks. 1 2 3 4 5 
4 Monitor progress toward objectives in risky actions. 1 2 3 4 5 
5 Look at problems in new ways. I 2 3 4 5 
6 Explore new ideas. 1 2 3 4 5 
7 Treat new problems as opportunities. 1 2 3 4 5 
8 Innovate and do things differently. 1 2 3 4 5 
9 Be proactive and responsive to changes. I 2 3 4 5 
10 Find ways to commercialize ideas. 1 2 3 4 5 
11 Be spontaneous and quick in making decision. 1 2 3 4 5 
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Please use the followin 




Opportunity competency is about recognizing and capturing the opportunity in the business environment and 
identify customers need. 
1 Identify goods that the customer wants. 1 2 3 4 5 
2 Perceive unmet consumer needs. I 2 3 4 5 
3 Actively look for products that provide real benefit to customers. 1 2 3 4 5 
4 Seize high quality business opportunities. 1 2 3 4 5 
5 Take a concept and make something out of it. l 2 3 4 5 
6 Scan the environment to look for opportunities. 1 2 3 4 5 
Section: BS 
Organizing and Leading Competency 
These competencies relate to plan, schedule work, develop programs and lead, direct, motivate individuals. 
1 Plan the operations of the business. I 2 3 4 5 
2 Plan the organization of different resources. 1 2 3 4 5 
3 Keep the organization running smoothly. l 2 3 4 5 
4 Organize resources. l 2 3 4 5 
5 Coordinate tasks. l 2 3 4 5 
6 Supervise subordinates. l 2 3 4 5 
7 Lead subordinates. 1 2 3 4 5 
8 Organize people. I 2 3 4 5 
9 Motivate people. 1 2 3 4 5 
10 Delegate effectively. 1 2 3 4 5 
11 Get the right people on board. I 2 3 4 5 
12 Energize team to work towards the goal. 1 2 3 4 5 
13 Build an entrepreneurial culture in which staff is willing to take risks. I 2 3 4 5 
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Please use the following scale to indicate your answer to each statement as the following: 
Vcrv Unim ortant Unim ortant Neutral Im ortant Ve Im ortant 
2 3 4 5 
Section: B6 
Relationship Competency 
Relationship competency refers to the development of good interpersonal relationships with different business 
players and influencing and gaining support from others. 
1 Develop long-term trusting relationships with others. 1 2 3 4 5 
2 Negotiate with others. I 2 3 4 5 
3 Interact with others. I 2 3 4 5 
4 Maintain a personal network of work contacts. 1 2 3 4 5 
5 Communicate with others effectively. 1 2 3 4 5 
6 Select the right people for advice. 1 2 3 4 5 
7 Create a positive working climate through discussion and problem sharing. I 2 3 4 5 
Section: B7 
Learning Competency 
Leaming competency is about to learn proactively and enhance, upgrade the knowledge regarding business 
market. 
1 Learn from a variety of means. I 2 3 4 5 
2 Learn proactively. 1 2 3 4 5 
3 Learn as much as I can in my field. 1 2 3 4 5 
4 Keep up to date in my field. l 2 3 4 5 
5 Apply learned skills and knowledge to actual practices. 1 2 3 4 5 
6 Learn the ' ins ' and 'outs' of the industry. I 2 3 4 5 
348 
Please use the following scale to indicate your answer to each statement as the following: 
Very Unim ortant Unim ortant Neutral Im ortant 
2 3 4 
Section: B8 
Personal Competency 
Personal competency refers to motivating own self to perform highly, respond to constructive criticism, to 
manage own career development, to maintain a higher level of energy and recognizing the strengths and 
weaknesses and tben match them with threats and opportunities. 
1 Maintain a high level of energy. I 2 3 4 5 
2 Motivate self to function at an optimum level of performance. I 2 3 4 5 
3 Respond to constructive criticism. I 2 3 4 5 
4 Maintain a positive attitude. 1 2 3 4 5 
5 Prioritize tasks to manage my time. 1 2 3 4 5 
6 Identify my strengths and weaknesses and match them with opportunities and I 2 3 4 5 
threats. 
7 Manage my own career development. 1 2 3 4 5 
8 Recognize and work on my own shortcomings. 1 2 3 4 5 
9 Be physically and emotionally tough. 1 2 3 4 5 
Section: B9 
Technical Competency 
Technical competency is about technical skill which includes knowledge of instruments, techniques and 
functioning of tools and machines. 
I Possess expertise in technical or functional areas. l 2 3 4 5 
2 Use specific techniques/ tools relevant to business. I 2 3 4 5 
3 Have good basic knowledge in my business area. l 2 3 4 5 
4 Utilize technical knowledge relevant to the business. 1 2 3 4 5 
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Please use the following scale to indicate your answer to each statement as the following: 
Ver Unim ortant Unim ortant Neutral Im ortant Ve Jm ortant 
2 3 4 5 
Section: B10 
Ethical Competency 
Ethical competency relates to morality and integrity in the business deals, be responsible for own practices and 
provide products at reasonable prices. 
I Keep promises 1 2 3 4 5 
2 Admit mistakes and tell the truth 1 2 3 4 5 
3 Engage in fair, open, and honest marketing practices 1 2 3 4 5 
4 Be honest and transparent in business dealings 1 2 3 4 5 
5 Be committed to offering products at fair prices 1 2 3 4 5 
6 Take responsibility and be accountable for own actions 1 2 3 4 5 
Section: Bll 
Familism Competency 
Familism competency is about the relationships within family and/or between other members are managed by 
such social norms. Advice from family members and seek help from trusted employees are regarded as 
essential elements. 
1 Cultivate an entrepreneurial culture in my family. 1 2 3 4 5 
2 Cooperate with and help others (especially close associates) in business. 1 2 3 4 5 
3 Identify and seek help from employees I trust. 1 2 3 4 5 
4 Build a foundation for the next generation to continue the business. 1 2 3 4 5 
5 Get support and advice from family and close associates. 1 2 3 4 5 
6 Share knowledge and resources with others (especially close associates) 1 2 3 4 5 
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Please use the following scale to indicate your answer to each statement as the following: 
Ve Unim ortant Unim ortnnt Neutral Im ortant Ver• Im ortant 
2 3 4 5 
Section: B12 
Social Responsibility Competency 
Social responsibility competency is referred to as the positive activities towards the public, employees and 
customers. 
l Forge relationship with charitable organizations. 1 2 3 4 5 
2 Engage voluntarily in community activities. I 2 3 4 5 
3 Show concern for the staff welfare. 1 2 3 4 5 
4 Create job opportunities within the local community. 1 2 3 4 5 
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Section C: Dynamic Capabilities 
Below are the statements that describe how your firm generated and used sensing, learning, 
integrating, alliance management, reconfiguration and coordinating capabilities for the past three 
years. 
Please use the following scale to indicate your level of agreement or disagreement with each 
statement as follows: 
Stronal disa ree disa ee Neutral a ee 
2 3 4 
Section: Cl 
Sensing Capability 
Sensing capability is about to explore, search and scan the business environment. 
1 We frequently scan the environment to identify new business opportunities. 1 2 3 
2 We periodically review the likely effect of changes in our business environment I 2 3 
on customers. 
3 We often review our product development efforts to ensure they are in line with 1 2 3 
what customers want. 
4 We spend a great deal of time implementing ideas for new product and 1 2 3 
improving our existing product. 
Section: C2 
Learning Capability 
Leaming capability is about to remodel the existing operational capabilities with new knowledge. 
1 We have effective routines to identify, to value and to import new information 1 2 3 
and knowledge. 
2 We have appropriate routines to assimilate new information and knowledge. 1 2 3 
3 We are effective in transforming existing information into new knowledge. 1 2 3 
4 We are effective in utilizing knowledge in new product. 1 2 3 












Please use the following scale to indicate your level of agreement or disagreement with each 
statement as follows: 
Stron l disa ree disa ee Neutral a ree 
1 2 3 4 5 
Section: C3 
Integrating Capability 
Inte rating capability to combine individual knowledge into the new operational capabilitv. 
1 Our Employees' individual contributions are channeled through their work 1 2 3 4 5 
group. 
2 Members of our firm have a global understanding of each other's tasks and 1 2 3 4 5 
responsibilities. 
3 We are fully aware of who in the firm has specialized skills and knowledge 1 2 3 4 5 
relevant to our work. 
4 We carefully interrelate actions between members of the firm to face changing 1 2 3 4 5 
conditions. 
5 Members of the our finn manage to successfully interconnect their activities. 1 2 3 4 5 
Section: C4 
Alliance Management Capability 
Alliance management capability is about to effectively manage multiple alliances. Alliances experience 
identify new avenues. 
I Actively monitor the business environment to identify partnering opportunities l 2 3 4 5 
procedure. 
2 Actively monitor the business environment to identify partnering opportunities 1 2 3 4 5 
3 Regularly gather information about prospective partners from various forums I 2 3 4 5 
(e.g. trade-shows, industry conventions, databases, publications, internet etc.) 
4 Alert to market developments that create potential alliance opportunities. l 2 3 4 5 
5 Activities ac ross different alliances are well-coordinated 1 2 3 4 5 
6 Systematic coordination of organizational strategies across different alliances. I 2 3 4 5 
7 Specific processes to systematically transfer knowledge across alliance partners. 1 2 3 4 5 
8 Periodic reviews of its alliances to understand what it is doing right and where I 2 3 4 5 
it is going wrong. 
9 Periodically collect and analyze field experiences from its alliances. l 2 3 4 5 
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Please use the following scale to indicate your level of agreement or disagreement with each 
statement as follows: 
Stron l ree disa ree Neutral a ree 
2 3 4 
Section: CS 
Reconfiguration Capability 
Reconfiguration capability is about transfonnation and recombination of the prevailing resources that 
emPower the firm to adjust the changing market situations. 
1 Clear human resource re-allocation procedure. 1 2 3 4 5 
2 Fast organizational response to market changes. 1 2 3 4 5 
3 Fast organizational response to competitor's actions. l 2 3 4 5 
4 Efficient and effective communication with cooperative organization. 1 2 3 4 5 
Section: C6 
Coordinating Capability 
Coordinating capability to coordinate, implement and deploy the resources, activities and tasks in the new 
(reconfigured) operational capabilities. 
I We ensure that the output of each employee's work is synchronized with that of 1 2 3 4 5 
the rest of the group. 
2 We ensure appropriate allocation ofresources (e.g., information, time, reports). 1 2 3 4 5 
3 Our Employees are assigned to tasks commensurate with their relevant 1 2 3 4 5 
knowledge and skills. 
4 We ensure that employees' expertise is compatible with the work processes they I 2 3 4 5 
are assi!med to. 
5 Overall, our employees are well. I 2 3 4 5 
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Section D: Small Firm Performance 
Below are the statements that describe how your finn ' s performance using subjective measures 
for the past three years. 
Please use the following scale to indicate your level of agreement or disagreement with each 
statement as follows: 
Strongly Disagree Neutral agree Strongly agree 
disagree 
1 2 3 4 5 
Small Firm Performance 
Small firm performance refers as the ability of the firm to achieve sales, return on investment and profitability 
targets as well as non-financial indicators. 
1 Profit goals have been achieved. l 2 3 4 5 
2 Sales goals have been achieved. 1 2 3 4 5 
3 Return on Investment (ROI) goals have been achieved. I 2 3 4 5 
4 Our product (s) have a higher quality than those of our competitors. 1 2 3 4 5 
5 We have a higher customer retention rate than our competitors. 1 2 3 4 5 
6 We have a better reputation among major customer segments than our 1 2 3 4 5 
competitors. 
7 We have a lower employee turnover rate than that of our competitors. 1 2 3 4 5 
8 We have been more effective in new product development than our competitors. 1 2 3 4 5 
Thanks for your time. 
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Appendix D 
OTHMAN YEOP ABDULLAH 
GRADUATE SCHOOL OF BUSINESS 
Unlversltl Utara Malaysia 
06010 UUM SINTOK 
KEDAH DARUL AMAN 
MALAYSIA 
"MUAFAKAT KEDAH" 
TO WHOM IT MAY CONCERN 
Dear Sir/Madam, 
Tel,: 604-928 7·101/7113/7130 
Foks (Fax) S<M-928 7160 
l1"1t9n Yt'llb (Web): www.oyt,gsb.vurn.edu.rny 
UUM/ OY AGSB/ R-4/ 4/ 1 
I 3 November 2016 
LETTER OF RECOMMENDATION FOR DATA COLLECTION ANO RESEARCH WORK 
This is to cerlify fhal Soqlain Raza (Molric No: 900B24) is a sludent o r Othman Yeop 
Abdullah Graduale !ichool o f Business. Universifi Ufara Maloysio persuing his Doctor 
of Philosophy {PhD}. He is conducling a researc h e ntilled "The Mediating Effect of 
Dynamic Capabililles on the Relationship Between Enterpreneurlal Competencies 
And Small Firm Performance In the Surgical Manufac:furing lnsfruments Sector of 
Pakistan" under 1he supervision of Pro f. Dr. Mohd Sobri 8 Minai & Dr. Noor Azmi 8in 
Hoshim. 
In !his rega rd . w e hope thal you could kindly provide ossislo r.ce ond c ooperatio n for 
him lo successfully complete lhe research. All the information golhered w ill be slricfly 
used for a c ademic purposes only. 




Olhman Yeop Abdullah Grad uote School of Business 
c .c Supervisor 
Student 's File (900824) 
Unlversl1i Pengurusan Terkemu ka 
The Eminent Managemenr University 
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Appendix E 
The Sur'1ical Instruments Manufacturers 
Association of Pakistan 
SIMAP/ 29/'S'Ll..1\ 7•h April, 2017 
TO WHOM IT MAY CONCERN 
I. This is to certify lhat Mr. Saqlain Raza, a student of Olhman Yeop Abdullah Gradunte 
School of Business. Unversiti Utara Malaysia pursuing his Doctorate of Philosoph.y 
(PhD). He is conducting a research entitled "The Mediating Effect Of Dynamic 
Cap11bilitics On The Relationship Between Entrepreneurial Competencies Ami 
Small Firm Performance In The Surgical Manufacturing Instruments Sector Of 
Pakistan", 
2. Surgical Instrument Manufacturing Association of PakistRn (SIMJ\P) considers that for 
the gaps identification in industry and for the uplift of entrepreneurs such researches can 
be very advantageous. Taking this into· consideration, we request you to kindly 
accommodate the gentleman and provide necessary cooperation, for him to successfull y 
complete his research. 





Afflllated with FPCCI -ISO 9001:2008 C.i11111d • Rocognlud By The GovemrMnl of Paklalln. 
Near Sublime Chowk, Maraia Road, Sialkot - Pakistan. Ph: 0092-52-3554890, 3562940 Fax: 0092-52-3554217 
E-mail: info@simap.org.pk URL: www.simap.org.pk 
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Appendix F 
PSCCI 0603 -' ~ / 2.r L Thursday, April 06, 2017 
TO WHOM IT MAY CONCERN 
1. This Is lo certify that Mr. Saqlaln Raza, a student of Othman Yeop Abdullah 
Groduate School of Business. Unversiti Utora Molaysla pursuing his Doctor of 
Philosophy (PhD). He Is conducting a research entitled "The Mediating Effect 
of Dynamic Capab/1/tles on the Relationship Between Entrepreneurial 
Competencies and Small Firm Performance In the Surglcol Manufacturing 
/nstrvmenls sector of Pakistan". 
2. Sialkot Chamber ol Commerce & Industry believes that such researches can 
be beneficial for the Industry and the entrepreneurs that are involved. 
Considering the same. we request you to kindly facilitate the gentleman and 
extend necessary cooperation, for him to successfully complete his research. 
3. II is further informed that all Information gathered will be strictly used for 
academic purposes only, 
P.O.Box 1870, Shahrah•E•Aiwan·E·Sanat-O-TIJan,~ Slalkot - S1310, P•~•Slan 
Tele (052) 4261881 - 1261882 • 1261883, Gram: Commerce, Fax• +9l·0S7.·4268835-4267919 
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Appendix H 
Missing Values Treatment 
Result Variables 
Case Number of Non-Missing 
N of Replaced Values Creating 
Result Variable Missino Values First Last N of Valid Cases Function 
1 SC3_1 1 1 300 300 SMEAN(SC3) 
2 SC5_1 2 1 300 300 SMEAN(SCS) 
3 CMC3_1 1 1 300 300 SMEAN(CMC3) 
4 CNC4_1 1 1 300 300 SMEAN(CNC4) 
5 CNC6_1 1 1 300 300 SMEAN(CNC6) 
6 CNC10_1 2 1 300 300 isMEAN(CNC10) 
7 OC3_1 1 1 300 300 SMEAN(OC3) 
8 OLC1_1 1 1 300 300 SMEAN(OLC1) 
9 OLC7_1 1 1 300 300 SMEAN(OLC7) 
10 LC2_1 3 1 300 300 SMEAN(LC2) 
11 PC2_1 1 1 300 300 SMEAN(PC2) 
12 PC3_1 1 1 300 300 SMEAN(PC3) 
13 EC6_1 1 1 300 300 SMEAN(ECS) 
14 FC4_1 2 1 300 300 SMEAN(FC4) 
15 SRC1_1 1 1 300 300 SMEAN(SRC1) 
16 SRC4_1 4 1 300 300 SMEAN(SRC4) 
17 SNC2_1 1 1 300 300 SMEAN(SNC2) 
18 LNC3 1 3 1 300 300 SMEAN(LNC3) 
19 IC3_1 1 1 300 300 SMEAN(IC3) 
20 IC4_1 1 1 300 300 SMEAN(IC4) 
21 AMC4_1 2 1 300 300 SMEAN(AMC4) 
22 AMC8_1 1 1 300 300 SMEAN(AMCS) 
23 CC1 1 1 1 300 300 SMEAN(CC1l 
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Appendix I 
Common Method Variance Result 
Tota IV ariance E d xplalne 
Initial Eioenvalues Extraction Sums of Squared LoadinQS 
Component Total % of Variance Cumulative % Total % of Variance Cumulative% 
1 16.524 12. 711 12.711 16.524 12.711 12.711 
2 10.247 7.882 20592 
3 5.434 4.180 24.773 
4 4.863 3.740 28.513 
5 4.060 3.123 31.636 
6 3.960 3.046 34.683 
7 3.506 2.697 37.380 
8 3.188 2.453 39.832 
9 3.168 2.437 42.269 
10 3.031 2.332 44.600 
11 2.793 2.148 46.749 
12 2.644 2.034 48.782 
13 2.392 1.840 50.623 
14 2.314 1.780 52.403 
15 2.136 1.643 54.046 
16 2.024 1.557 55.603 
17 1.915 1.473 57.076 
18 1.776 1.366 58.442 
19 1.685 1.296 59.739 
20 1.642 1.263 61.001 
21 1.505 1.1 58 62.159 
22 1.476 1.136 63.295 
23 1.446 1.112 64.407 
24 1.391 1.070 65.477 
25 1.318 1.014 66.491 
26 1.301 1.001 67.491 
27 1.252 .963 68.454 
28 1.172 .901 69.355 
29 1.150 .885 70.240 
30 1.118 .860 71.1 00 
31 1.097 .844 71 .944 
32 1.046 .805 72.749 
33 1.014 .780 73.529 
34 1.002 .770 74.299 
35 .980 .754 75.053 
36 .943 .725 75.778 
37 .935 .719 76.498 
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38 .901 .693 77.191 
39 .885 .680 77.871 
40 .849 .653 78.525 
41 .824 .633 79.158 
42 .788 .606 79 765 
43 .766 .590 80.354 
44 .739 .569 80.923 
45 .729 .560 81.483 
46 .719 .553 82.036 
47 .709 .545 82.582 
48 .687 .529 83.110 
49 .664 .511 83.621 
50 .657 .505 84.126 
51 .635 .489 84.614 
52 614 .472 85.087 
53 .590 .454 85.541 
54 .583 .449 85.989 
55 .565 .435 86.424 
56 .539 .415 86.839 
57 .535 .411 87.250 
58 .520 .400 87.650 
59 .510 .392 88.042 
60 .499 .384 88.425 
61 .494 .380 88.806 
62 .4<J2 .370 89.176 
63 .463 .356 89.532 
64 .459 .353 89.885 
65 .449 .346 90231 
66 .430 .331 90.562 
67 .423 .325 90.887 
68 .406 .312 91.199 
69 .403 .310 91 .509 
70 .393 .302 91 .812 
71 .389 .299 92.111 
72 .378 .291 92.402 
73 .358 .275 92.677 
74 .346 266 92.943 
75 .337 .260 93.203 
76 .329 .253 93.456 
77 .328 .252 93.708 
78 .323 .249 93.957 
79 .305 .234 94.191 
80 .302 .232 94.423 
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81 .288 .221 94.645 
82 .285 .219 94.864 
83 .280 .216 95.080 
84 .272 .210 95.289 
85 .263 .202 95.491 
86 .255 .196 95.688 
87 .253 .195 95.882 
88 .240 .184 96.067 
89 .234 .180 96.247 
90 .230 .177 96.423 
91 .225 .173 96.597 
92 .219 .168 96.765 
93 .213 .164 96.929 
94 .209 .160 97.089 
95 .206 .158 97.247 
96 .189 .146 97.393 
97 .186 .143 97.536 
98 .181 ,139 97.675 
99 .171 .132 97.807 
100 .165 .127 97.934 
101 .161 .124 98.058 
102 .159 .122 98.180 
103 .1 49 .115 98.295 
104 .145 .112 98.407 
105 .141 .108 98.515 
106 .137 .105 98.620 
107 .130 .100 98.721 
108 .125 .096 98.816 
109 .121 .093 98.909 
110 .116 .089 98.998 
111 .113 .087 99.086 
112 .111 .086 99.171 
11 3 .103 .079 99.250 
114 .097 .074 99.325 
11 5 .094 .073 99.397 
116 .089 .068 99.466 
117 .084 .064 99.530 
11 8 .080 .062 99.592 
119 .075 .058 99.649 
120 .068 .052 99.702 
121 .066 .051 99,753 
122 .063 .049 99,801 
123 .057 .044 99.846 
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124 .054 .042 99.887 
125 .045 .035 99.922 
126 .031 .024 99.946 
127 .028 .022 99.968 
128 .023 .018 99.985 
129 .011 .008 99.994 
130 .008 .006 100.000 
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